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Title 7—Agﬁcultﬁre
- CHAPTER I—AGRICULTURAL MARKETING
SERVICE (STANDARDS, INSPECTIONS,
MARKETING PRACTICES), DEPART-
MENT OF AGRICULTURE
SUBCHAPTER A—COMMODITY STANDARDS AND
STANDARD CONTAINER REGULATIONS

PART 29—TOBACCO INSPECTION

Allocation of Tobacco Inspection Service,

and Eligibility for Price Support

On April 10, 1974, g notice of rule-
making was published in the FEDERAL
RecIisTER (39 FR 13008) containing pro-
posals by the Depariment. to amend its
regulations relating to tobacco inspec-
_tion and price support services with re-
gard to flue~cured tobacco by amending
Subpart A—Tobacco Loan Program (7
CFR Part 1464) to require the producer
to designate the warehouse in which he
desires to market his tobacco and com-

ply with other specified conditions”

before such tobacco-will be eligible for
price support, by adding a new Subpart
G—Policy Statement and Regulations
Governing Availability of Tobacco In-
spection and Price Support Services to
Flue-cured 'Tobacco on Designated
Markets (1 CFR Part 290 and by
amending Part 725 (7 CFR Part 725) to
conform those regulations to the
amendments in Parts 29 and 1464. The
aforesaid policy statement and regula-
tions are statements of agency policy
and rules and regulations issued pur-
suant to the authority of the Tobacco
Inspection Act (49 Stat. 731, 7 CFR
511 et seq.); the Commodity Credit
Corporation Charter Act (62 Stat. 1070,
as amended (15 U.S.C. 714 et seq.));
the Agricultural Act of 1949, sas
amended (63 Stat. 1051 (7 U.S.C. 1421
et seq.)); and the Agricultural Adjust-
ment Act of 1938, as amended (52 Stat.
31, as amended (7 U.S.C. 1301, 1314,
1371, 1375)).
Interested persons were afforded op-
portunify to file written data, views and
-arguments on the proposals and a sub-
stantial number were received. After
consideration of all relevant material,
Including the proposals set forth in the
aforesaid notice, the data, views, and
arguments filed thereon, and other
available information, it i1s concluded
that such amendments to the tobacco
Inspection and price support regula-
tions should be made effective with the
modifications set forth below.

Statement of consideration. Under
the amended regulations, price support
will be provided at each warehouse only
to the producers whose farms are
within limited distances from the ware-
house, and only the producers who had

previously designated the warehouses for
the marketing of all or specific quanti-
ties of their tobacco. Tobacco inspection
will be provided throughout the mar-
keting season by apportioning the
available inspectors to each marketing
area on the basls of the estimated
quantity of tobacco ready for marketing
in each markelt area. Such asslenment
of inspectors will be made by the Secre-
tary of Agriculture after consldering
the recommendations of a Flue-Cured
Tobacco Advisory Committee appointed
by the Secretary pursuant to the Fed-
eral Advisory Committee Act. In the
past, a producer could obtain price sup-
port at any warehouse, and the Secre-
tary, in cooperating with the industry,
assigned inspectors to all warehouces
largely on the basis of schedules recom-
mended by an industry marketing com-
mittee and representatives of the vari-
ous markets.

‘The facilities avallable for processing
flue-cured tobacco limit the quantity of
tobacco which may be marketed, without
creating market gluts, to about 85 million
pounds per week. This is substantially
less than the quantities which are actu-
ally ready for marketing and which pro-
ducers are anxlous to market during most
weeks of the marketing season. It is also
substantially less than the weekly
quantities which (1) could be purchased
by the sets of buyers which are available
to serve all warehouses, or (1) could be
inspected by the number of inspectors
which the Secretary has available, In
efforts to maintain orderly marketing in
this situation, industry committees have
for several years, established opening
dates for the markets in the various
belts, and limitations of the weekly pur-
chases by each set of buyers so that total
weekly marketings would not exceed the
capacity of the available processing
facilities. While the inspection of tobacco
by the Secretary, largely in accordance
with such opening date and selling
schedules, has effectively controlled the
quantity of weekly marketngs, it bhas
falled to equalize the opportunity of

. producers in all areas in marketing their

tobacco and obtaining price support.
With the markets opening first in the
most southern areas (where tobacco
matures earliest) and moving northward
only as the marketing in each area in
largely complefed, producers in the more
northern areas have not had Jocal
maorkets available when thelr tobacco
was ready for market to the same extent
as producers in the more southern areas.
‘This has resulted in millions of pounds
of tobacco being transported from the
northern areas to the more southermn
markets by producers seeking to market

nsearlvasposﬁble.mmanymstances,
the tobacco 'ed to southern
areas for marketing must be re-frans-
ported northward for processing. The
movement of tobacco outside its produc-
Hon area for marketing also creates con-
slderable disorder in the overall markef
situation. It displaces the sales oppor-
tunity of the producers in the vicinity of
the markets to which it Is transported,
and delays the reassignment of the in-
spectors from the southern areas to the
more northern areas. In the overall,
these conditions have resulted in in-
creasing the costs of marketing tobacco
and in the inequity to producers as to
thelr marketing opportunities.

Interested persons were invited to sub-
mit views and recommendations by
April 25, 1974. Many responses were re-
celved. Some recommended that the
proposal be adopted without change.
Some objected to the proposal on the
basis that it restricted the warehouses -
which producers could use, that it would
prolong the time required to market the
tobacco, and, that it would be disruptive
to normal marketing processes. None of
the reasons for opposition, however, were
persuasive in showing that the proposal
would not be in the best interest of the
producers collectively, in that producers
would have more equitable access to their
local markets, there would be more
orderly ma.rkeunf' and the time required
to market the entire crop would likely be -
shortened. In several Instances the fea-
tures objected to by some respondents
were the basls of others favoring the
proposal.

Many of the responses recommended
modifications to the proposal. The great-
est number related to the distance
limitatfon on the warchouses which
could be deslgnated. Some recommended
no limitation, others recommended that
the distance be increased to 100 miles,
110 miles angd to 120 miles or more. How-~
ever, it also appeared that many re-
spondenfs were measuring the distance
to the market from the farm rather than
Trom the county seaf. Upon consldering
these suggestions it is concluded that the
proposed 80 miles may be unduly restric~
tive but that more than 100 miles would
not be compatible with the objective of
affording producers equitable access to
their Jocal markets. Accordingly, 100
miles 15 substituted for the 80 miles set
forth in the proposzl. Some recom-
mended that changes in designation be
allowed more frequently than set forth
in the proposal. Some recommended that
such changes be allowed at any time. If
changes were allowed frequently or at
any time the purpose of the designations
would be defeated as the designations
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would not provide an adequate basis for
determining the quantity of tobacco that
would be sold at each warehouse and the
inspection service and sales opportunity
needed at,each warehouse, However,
after considerations of the recommenda~
tions, the proposed provisions are modi-
fied to provide that in addition to the
periods set forth in the proposal for pro-
ducers to change désignations, changes
may be made at any time with respect to
tobacco designated for sale at ware-
houses which have ceased to operate or
to have tobacco inspection or price sup-
port available.

There were objections to the provisions
in the proposal that price support would
not be available to tobacco sold at a
warehouse which had sold in excess of
the quantity allowed and had failed to
reduce the quantity sold the following
sales day so as to be in compliance with
the opening date and selling schedule
for the warehouse. It ,was argued that
such would penalize producers rather

than the warehouse for warehouse ac- -

tions. This provision is modified to pro-
vide that if a warehouse sells in excess
of the quanfity allowed by the opening
date and selling schedule and does not
deduct such excess from the quantity
allowed on either of the following two
sales days, neither tobacco inspection nor
price support will be allowed on the next
succeeding day. Since compliance with
the selling schedule by warehouses is es-
sential in achieving the orderly and
equitable marketing of the tobacco, this
change in the sanction should provide
incentive to warehouses toward such
compliance.

It was recommended that the proposal
be modified to specifically provide that,
for the purpose of developing opening
dates and selling schedules, any undesig-
nated tobacco in any county be appor-
tioned to the warehouses which were
designated for the sale of tobacco pro-
duced in the county in the same propor-
tion as the tobacco designated to such
warehouses. This recommendation is
adopted. Objection was also made that
the May 31 date for the producer to des~
ignate his tobacco each year did not pro-
vide the warehouses sufficient time to
prepare for the marketing season. Be-
cause of the lateness of the effective date
of this regulation, a date earlier than
May 31 could not be adopted for the
1974 crop. However, if 1974 crop experi-
ence shows that an earlier date would
be more desirable, the program will be

amended to adopt an earlier date for -

future years.

In the notice of proposed rulemaking,
it was proposed that certain conform-
ing amendments be made to Part 725 (7
CFR Part 725) of the regulations. How~
ever, a further review indicates that such
proposed amendments to Part 725 are
unnecessary and, therefore, they are not
adopted.

It is hereby found and determined that
thirty days notice of the effective date
hereof is impractical, unnecessary, and
contrary to the public interest in that:

(a) Producers,
buyers are famillar with the amend-

warechousemen and

RULES AND REGULATIONS

ments since notice of proposed rulemak-
ing was given interested parties and they
were afforded opportunity to file written
data, views, or arguments concerning the
amendments involved; (b) farmers,
warehousemen and buyers are now mak-
ing plans for the marketing of the 1974
flue-cured tobacco crop which is expected
to begin before mid-July; and (¢) it is
necessary to provide as much time as
possible prior to the start of marketing to
allow producers to make their warehouse
designations and for the other segments
of the industry to make whatever prepa-
rations are necessary for the marketing
of tobacco under the producer designa-~
tion system.

‘Therefore, good cause exists for mak~
ing the amendments to the regulations
herein effective May 20, 1974.

Accordingly, Parts 29 and 1464 of this
title are amended as follows:

‘The regulations governing tobacco in-
spection are amended by adding a new
Subpatt G as follows:

Subpart G—Policy Statement and Regulations

Governing Availabllity of Tobacco Inspection

and Price Support “Services to Flue-Cured

Tobacco on Designated Markets
Sec.
29.9401
29,9402
20.9403

Definitions.

Policy statement.

Flue-Cured Tobacco Advisory Com-
mittee,

Marketing area opening dates and
‘marketing schedules,

Issuance of marketing area opening
date and selling schedules by the
Secretary.

Fallure to comply with opening date
and selllng schedule by ware-
houses.

AuTHORITY: Tobacco Inspection Act, 49
Stat."731 (7 U.S.C. 611 et seq.); Commodity
Credit Corporation Charter Act, 62 Stat. 1070,
as amended (15 U.S.C. 714 et seq.).

29.9404
29.9405

20.9406

.Subpart G—Policy Statement and Regula-

tions Governing Availability of Tobacco
Inspection ‘and Price Support Services
to Flue-Cured Tobacco on Designated
- Markets

§ 29.9401 Definitions.

As used in this Subpart, the follow-
ing 'terms shall have the following mean-

“(a) “Secretary” means the Secretary
of Agriculture of the United States, or
any officer or employee of the Depart-
ment to whom authority has heretofore
been delegated or may hereafter be dele-
gated 1o act in his stead.

(b) “Marketing area” means & geo-
graphical area within the flue-cured
tobacco production area specified by the
Secretary each year on the basis of his
determination that significant quantities
of tobacco produced in such area are
ready for marketing.

§ 29.9402 Policy statement. *

The sets of inspectors available to
serve the flue-cured marketing areas are
currently adequate to provide inspection
service as rapidly as tobacco can be pur-
chased, handled and processed by the
currently existing facilities of the buyers,
and the lack of inspection personnel is

not a limiting factor to accelerated
marketings or the extension of price sup-

. port to producers. The sets of buyers as-

signed to the flue-cured markets by the
buying industry are adequate to purchase
tobacco as rapidly as it can be handled
ond processed by the buyers’ facilities,
However, the tobacco ready for market
ing during most weeks of the marleting
season substantially exceeds the quanti-
ties which can be purchased, handled
and processed by the currently existing
facilities of the buyers. Moreover, the
total number of flue-cured markets are
substantially greater than the number of
sets of buyers assigned by the buying
companies or the number of sets of avail-
able inspectors, In this situation, aboutb
6 months is required to market a year's
crop of flue-cured tobacco and all ware=«
houses cannot be served at the same time
by the available sets of inspectors and the
sets of buyers assigned by the buying
companies, As additional sets of inspec-
tors would not relieve the situation, in-
spection service will be provided by asa
slgning the available inspectors to the
various marketing areas and to ware-
houses within the marketing areas in a
manner determined by the Secretary to
provide the best and most equitable
service to all growers.

§ 29.9403 Flue-Cured Tobacco Advisory
Committee.

To assist the Secretary in making the
apportionment and assignment of in-
spectors, a Flue-Cured Tobacco Advisory
Committee, appointed in accordance
with the Federal Advisory Committee
Act (5 U.8.C. Appendix X, shall advise
and recommend to the Secretary mar-
keting area opening dates and selling
schedules for the flue-cured tobacco to
be sold in esch marketing ares and in
ea.chx warehouse within the marketing
area.

§ 29.9404 Nlarketing aren opening dates
and marketing schedules.

(a) The Flue-Cured Tobacco Advisory
Committee shall recommend to the Sec-
retary marketing areas in the flue-cured
tobacco production area, marketing area
opening dates and selling schedules for
each marketing area and for the indi-
vidual warehouses in each marketing
area whichr specify the length 6f time in-
spectors will be available to inspect to-
bacco and/or the quantity of tobacco to
be merketed in each area and through
each warehouse within such mearketing
area. In developing such opening date
and selling schedules, the committee
shell take Into account the following:

(1) When s sufficlent volume of to-
bacco produced within a specific area
of the flue-cured tobacco production
area will be ready for marketing:

(2) The volume of tobacco ready for
marketing which the producers have
designated under § 1464.2(e) of this title
to be sold at specific warehouses and

11t is contemplated that for tho 1974 mar-
keting year, the current Industry-Wide Fluo«
Cured Marketing Committeo will bo ap-
pointed as the Flue-Cured Tobacco Advisory
Committee, :
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also the volume of tobacco ready for
market which has not been so designated
by the producers; for the purpose of de-
veloping opening date and selling sched-
ules, the committee shall consider any
undesignated tobacco in any county as
being distributed to the warehouses
which were designated for the sale of

. tobacco produced in the county in the
same proportion as the tobacco desig- -

nated af such warehouses.

(3) The processing or redrying capac-
ity of the industry and the number of
inspectors available to provide inspec-
“tion .service during the specific period
involved;

(4) Such other factors or information
as may be necessary to develop an effec-
tive and equitable opening date and sell-
‘ing schedule. .. .

(b) The Flue-Cured Tobacco Advisory
Committee shall thereupon submit its
recommended opening date and selling
schedule and the geographic areas to be
included in specific marketing areas to

~ the Secretary together with a basis sup-

porting its recommendations.

§ 29.9405 Issuance of marketing area
opening date and selling schedules
hy the Secretary. :

(a) The Secretary. shall review the
recommendations of the Flue-Cured To-
bacco Advisory Committee and based
-upon such recommendations and the
‘basis therefor and such other informa-
tion as may be available to him, shall
specify .the geographic areas to be en-
compassed by specific marketing areas,
set the opening dates for sale within the
marketing areas and issue the selling
schedules. The inspection of flue-cured
tobacco shall be in accordance with such
schedules.

(b) The Flue-Cured Tobacco Advisory
Committee shall recommend modifica-
tions in the opening date-and marketing
schedule during the flue-cured tobacco
marketing season as may be warranted
by changes in marketing conditions and
the Secretary shall act thereon in the
.same manner as approving the initial
opening date and marketing schedules.

§ 29,9406 Failure to comply with open-
ing date and selling schedule by ware-
- houses.

Fach warehouse shall comply with the
opening date and selling schedule issued
by the Secretary. If on any sales day a
warehouse sells tobacco in excess of that
allowed by such schedule, such excess
amount shall bé deducted from the quan-
tity of tobacco authorized to be sold at
that warehouse on either of the follow-
ing two sales days. If such reduction in
the quantity of tobacco sold is not made
by the warehouse within such two days,
no tobacco inspection or price support
services shall be made available at such
warehouse on the next succeeding sales

~ day.

No. 88——2 )
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CHAPTER XIV—COMMODITY CREDIT COR-
_F"_SS.IAETION, DEPARTMENT OF AGRICUL-

{Amdt. 5]

SUBCHAPTER B—LOANS, PURCHASES, AND
OTHER OPERATIONS

PART 1464—TOBACCO
Subpart A—Tobacco Loan Program
(1) In §1464.2, paragraphs (e) (2)
and (3) are redesignated paragraphs (e)

(3) and (4) respectively and a new para-
graph (e) (2) is added as follows:

§1464.2 Availability of price support.
«® ® . » -
(e) ¢+ *

(2) For flue-cured tobacco offered for
sale at auction warehouses, price sup-
-port will be available only on tobacco
which has been deslgnated for sale at
specified warehouses by the producer
under the following conditions:

(1) Definition. “Producer” as used in
this subparagraph means the person who
was issued the tobacco marketing card
pursuant to Part 725 of this title.

(i) Producer designation of ware-
houses. Producers will be required, as a
condition of price support, to designate
the warehouses at which they will mar-
ket their tobacco. Such designations may
be. at any warehouse or warehouses in
any market within a radius of 100 miles
from the county seat of the county in
which the farm is located, or if such
farm is physically within two counties,
then from the county seat of the county
in which the county ASCS office admin-
istering that farm is located. To the ex-
tent that there are less than elght mar-
kets within such radius, any warehouse
or warehouses in any of the eight markets
nearest to the county seat may be des-
ignated. A producer may obtain price
support only in a warehouse he has de-
signated, and at each such -warehouse
only with respect to the quantity of
tobacco he designated for sale at such
warehouse. .

(iii) When producer designations shall
be made. Producer designations of the
warehouse or warehouses at which they
will market their tobacco shall be made
each year during a period which shall be
announced by the county ASCS oflice
in their county prior to the start of the
period. Such period shall be prior to
May 31 each year, except for the 1974
crop, such period shall be prior to
June 15. Producers who lease quota after
such pericd may designate the warehouse
or warehouses at which the leased pounds
will be marketed at the time the lease {s
filed "at the county ASCS office. During
the five workdays ending on the first Fri-
day of each calendar month after any
‘flue-cured marketing area has opened for
inspection and sale of tobacco, producers
in any part of the flue-cured production
area may change their deslgnations with

respect to that portion of their tobacco
then remaining to be marketed. Produc-
ers who have designated warehouses
which cease to operate or cease to have
tobacco inspection or price support avail-
able may change their designations of
such warehouses at any time subsequent
to such occurrences.

(v) Form and content of designations.
A designation shall be made by each pro-
ducer for each warehouse at which he de-
sires to market his tobacco by executing
a form provided by the county ASCS of-
fice. The producer will be required to
indicate on such form the name of the
warehouse or warehouses designated by
him and the pounds of flue-cured to-
bacco he desires to sell at each such ware-
house as well as any other information
requested on such form.

(v) Issuing warehouse designation
card. The county ASCS office shall exe-
cute and furnish the producer a tware-
house designation card for- each ware-
house which the producer designates.
Changes in designation by the producer
shall be accomplished by the producer
returning his warehouse desisnation card
to the county ASCS office and requesting
the transfer of any unmarketed pounds -
of flue-cured tobacco shown on any ware-
house designation card to a warehouse
designation card for another eligible
warehouse or warehouses.

(v)) Use of warehouse designation
cards by warehouses. (2) The warehouse
shall enter on the warehouse designa-
tion card the date of sale and the pounds
of that producer’s tobacco sold as well as
any other information requested from
the warehouse on such card;

(b) A separate sale bill marked “no
price support” shall be prepared for that
quantity of tobacco weighed in that is
in excess of the pounds designated as
shown on the warehouse designation
card;

(c) The warehouse shall mark “no
price support” on the sale bill for any
tobacco for which the producer failed to
present the warehouse a warchouse des-
ignation card.

(vil) Availability of designation infor-
mation. Each county ASCS office shall
send all designations received to the
Flue-Cured Tobacco Cooperative'Stabili-
zation Corporation, Raleigh, North Caro-
lina, following each designation period
and each perlod for changing designa-
tions. That corporation shall inform the
Flue-Cured Tobacco Advisory Committee
of the pounds designated to each ware-
house and the pounds of any undesig-
nated tobacco which, for the purpose of
recommending opening dates and selling
schedules in accordance with Part 29 of
this title, is available for apportioning for
sale at each warehouse. That corpora-
tion also shall furnish each warehouse
the name and address of the producers
who designated the warehouse, the
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pounds each designated and the pounds
which represent 110 percent of the mar-
keting quota of each such producer.

(viil) Failure to comply with opening
date and selling schedule by warehouses.
If on any sales day a warehouse sells
tobacco in excess of that allowed by the
opening date and selling schedule issued
in accordance with Part 29 of this title,
such excess amount shall be deducted
from the quantity of tobacco authorized
to be sold at that warehouse on either
of the following two sales days. If such
reduction in quantity of tobacco sold is
not made by the warehouse within such
two days, no tobacco inspection or price
support shall be made available at such
warehouse on the next succeeding sales
day.

* * * * [

(2) In §1464.8 paragraphs (e), (D),
(g), (h) and (D are redesignated as par-
agraphs (£), (g), (1) and (j) respectively
and a new paragraph (e) is added as
follows:

§ 1464.8 Eligible tobacco.

* * * -« *

(e) If flue-cured tobacco which was
delivered to the association through an
auction warehouse 1s a quantity which,
when added to previous marketings of
that producer at that warehouse, does
not exceed the guantity designated by
the producer for marketing at that ware-
house.

'] *® E 3 * *

Effective date. The foregoing amend-
ments and revisions shall become effec-
tive May 20, 1974.

Done at Washington, D.C., this 15t
day of May 1974, -

J. PH1t, CAMPBELL,
Acling Secretary.

[FR Doc.74-11520 Filed 5-17-74;8:45 am]

PART 68—REGULATIONS AND STAND-
ARDS FOR INSPECTION AND CERTIFI-
CATION OF CERTAIN AGRICULTURAL
COMMODITIES AND  PRODUCTS
THEREOF

Fees.and Charges for Certain Federal
Inspection Services
In FR Doc. 11092 appearing at page
17217 in the issue for Tuesday, May 14,
1974, the following correction should be
made. In § 68.42a under the entry for
“Appeal inspection:” the second indented
line should read as follows: i
“(b) Basis new sample .- )7,

CHAPTER IX—AGRICULTURAL MARKET-
ING SERVICE (MARKETING AGREE-
MENTS AND ORDERS; FRUITS, VEGE-
TABLES, NUTS), DEPARTMENT OF
AGRICULTURE .

[Lemon Regulation 639]

PART 910—LEMONS GROWN IN
CALIFORNIA AND ARIZONA

Limitation of Handling

This regulation fixes the quantity of
California~Arizona lemons that may be

FEDERAL
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shipped to fresh market during the
weekly regulation period May 19-25,
1974, It is issued pursuant to the Agri-
cultural Msarketing Agreement Act of
1937, as amended, and Marketing Order
No. 910. The quantity of lemons so fixed
was arrived at after consideration of the
total available supply of lemons, the
quantity of lemons currently available
for market, the fresh market demand for
lemons, lemon prices, and the relation-
ship of season average returns to the
parity price for lemons.

'§ 910.939 Lemon Regulation 639.

(a) Findings. (1) Pursuant to the
marketing agreement, as amended, and
Order No. 910, as amended (7 CFR Part
910), regulating the handling of lemons
grown in California and Arizona, effec~
tive under the applicable provisions of
the Agricultural Marketing Agreement
Act of 1937, as .amended (7 U.S.C. 601-
674), and upon the basis of the recom-
mendations and information submitted
by the Lemon Administrative Committiee,
established under the said amended
marketing agreement and order, and
upon other available information, it is
hereby found that the limitation of han-
dling -of such lemons, as hereinafter pro-
vided, will tend to effectuate the declared
policy of the act.

(2) The need for this section to limit
the quantity of lemons that may be
marketed during the ensuing week
stems from the production and market~
ing situation confronting the lemon
Iindustry.

(i) The committee has submitted its
recommendation with respect to the
quantity of lemons it deems advisable
to be handled during the ensuing week.
Such recommendation resulted from
consideration of the factors enumerated
in the order. The committee further re-
ports the-demand for lemons continues
to improve. Average f.0.b. price was $6.02
per carton the week ended May 11, 1974,
compared to $5.87 per carton the
previous week. Track and rolling sup-
plies at 155 cars were up 15 cars from
last week.

(ii) Having considered the recom-
mendation and information submitted
by the committee, and other available
information, the Secretary finds thaf
the quantity of lemons which may be
handled should be fixed as heréinafter
set forth. '

(3) 1t is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notice,
engage in public rule-making procedure,

and postpone the effective date of this"

regulation until 30 days after publication
hereof in the FEpeEraL REGISTER (5 U.S.C.
553) because the time intervening he-
tween the date when information upon
which this regulation is based became
available and the time when this section
must become effective in order to ef-
fectuate the declared policy of the act
is insufficient, and a reasonable time is
permitted, under the circumstances, for
preparation for such effective time; and
good cause exists for making the pro-
visions hereof effective as hereinafter
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set forth. The committee held an open
meeting during the current week, after
glving due notice thereof, to consider
supply and market conditions for lemony
and the need for regulation; interested
persons were afforded an opportunity to
submit information and views at the
meeting; the recommendation and sup-
porting information for regulation dur-
ing the period specified herein were
promptly submitted to the Department
after such meeting was held; the pro-
visiens of this section, including its
effective time, are identical with the
aforesaid recommendation of the come
mittee, and information concerning such
provisions and effective time has been
disseminated among handlers of such
lemons; it i necessary, in order to ef-
fectuate the declared policy of the act,
to make this section effective during the
period herein specified; and compliance
with this section will not require any
special preparation on the part of per-
sons subject hereto which cannot be
completed on or before the effective date
hereof. Such committee meeting was
held on May 14, 1974,

(b) Order. (1) The quantity of lemong
grown in California and Arizona which
may be handled during the pericd May
19, 1974, thrcugh May 25, 1974, 15 hereby
fixed at 275,000 cartons,

(2) As used in this section, “handled®,
and “carton(s) * have the same meaning
as when used in the said amended
marketing agreement and order.

(Secs. 1-19, 48 Stat, 31, a3 amonded; 7 U.8.0.
601-674)

Dated: May 15, 1974,

CrAarLES R. BRrapER,
Deputy Director, Fruit and
Vegetable Division, Agricul-
tural Marketing Service.

[FR Doc.74-116561 Filed 5-16-74:11:44 nm]

[Peach Regulation 4]

PART 917—FRESH PEARS, PLUMS, AND
PEACHES GROWN IN CALIFORNIA

Regulation by Grades and Sizes

This regulation requires that all Cal-
ifornia peaches, entering interstate com-
merce, grade at least U.S, No, 1. It also
establishes minimum sizes for certain
specifiéd varieties and a minimum slze
for all other varieties. This action 15 nec-
essary to assure that the peaches shipped
+will be of suitable quality and size in the
interest of consumers and producers. Tho
regulation is the same as that which
repulates intrastate shipments of Coll«
fornia peaches.

Findings. (1) Pursuant to the amended
marketing agreement, and Order No.
917 (71 CFR Part 917), regulating tho
handling of fresh pears, plumsg, and
peaches grown in the State of Californin,
effective under the applicable provisions
of the Agricultural Marketing Agreo-~
ment Act of 1937, a5 amended (7 U.S.C,
601-674), and upon the basls of tho
recommendations of the Peach Coms
modity Committee, established under the
aforesald amended marketing agreement
and order, and upon other available in-
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formation, it is hereby found that the
limitation of shipments of peaches, as
hereinafter provided, will tend to ef-
fectuate the declared policy of the act.

(2) This regulation is based upon an
appraisal of the current and prospec-
tive market conditions for California
peaches. The commitiee estimates that
8,010,000 packages of peaches will be
available for shipment in the 1974 sea-

son compared with actual shipment of-

7,288,000 packages last season. Although
peach production in the 9 Southern
States is forecast at 21 percent less than
last year, industry reports indicate that
1974 shipmenits of fresh California
plums, and nectarines will be consider-
ably larger than last year. Such plums
and nectarineés provide strong competi-
tion to California fresh peaches. The
grade and size requirements hereinafter
set forth are necessary to prevent the
handling of California peaches of a lower
grade” or smaller size than "specified
herein for such peaches so as to provide
good quality fruit in. the interest of
producers and consumer : pursuant- to
the declared policy of the act.-

" (3) It is hereby further found that it
is impracticable, unnecessary, and con-
trary to the public interest to give pre-
liminary notice, engage in public rule-
making procedure; and postpone the. ef-
fective date of this regulation until 30
days aiter publication thereof in the
FEDERAL REGISTER (6 U.S.C. 553) in that,
as-hereinafter set forth, the time inter-
vening between the date when infor-
mation upon which this regulation is
based became available and the time
when this regulation- must become ef-
fective in- order to effectuate the de-
clared policy of the-act is insufficient; a
reasonable time is permitted, under the
circumstanees, for preparation for such
effective time; and good cause exists for
making the provisions hereof effective
not later than May 18, 1974. A reason-
able determination as to the supply of,
and the demand for, such peaches must
await the development of the crop there-
of, and adequate information thereon
was not available to the Peach Com-
* modity Committee until May 9, 1974, on
which date an open meeting was held,
after giving due notice thereof, to con-
sider the need for, and the extent of,
regulation of shipments of such peaches.
.Interested persons were afforded an op-
portunity to submit information and
views at this meeting; the recommenda~
tHion and supporting information for
regulation ‘during the period specified
was promptly submitted to the Depart-
ment on May 10, 1974; shipments of the
current crop of such peaches are cur-
rently underway; this regulation should
be applicable to all such shipments in
order to effectuate the declared policy
of the act; the provisions of this regula-
tion are identical, as to minimum grade
and size, with the aforesaid recommen-
dation of the commlttee, information
concerning such provisions and effective
time has been disseminated among han-
dlers of such peaches; and compliance
with the provisions of this regulation
will not require of handiérs any prepara-
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tion therefor which cannot be completed
by the effective time hereof.

§917.433 PeachRegulation 4.

(a) During the period May 18, 1974,
through July 2, 1974, no handler shall
handie:

(1) Any package or container of any
variety of peaches unless such peaches
meet the requirements of US. No. 1
grade.

(2) Any package or container of Arm
Gold, Early Amber, Desert Gold, Pat's
Pride, Royal April, Royal Gold, Spring
Gold, or Springtime variety peaches un-
less:

(1) Such peaches when packed in a
No. 22D standard lug box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 108 peaches in the Jug box; or

(i) Such peaches when packed in any
container, other than a No. 22D stand-
ard lug box, that is packed in accordance
with the requirements of standard pack,
measure not less than 2 inches in diam-
eter as measured by a rigld ring: Pro-
vided, That not more than 10 percent by
count of peaches in any container may
fail to meet such dinmeter requirement.

(3) Any package or container of
Springerest varlety peaches unless:

(i) Such peaches when packed in a
No. 22D standard lug box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 96 peaches in the lug box; or

(i1) Such peaches when packed in any
container, other than a No. 22D stand-
ard Jug box that is packed in accord-
ance with the requirements, of standard
pack, measure not less than 214 inches in
diameter as measured by a rigid ring:

Provided, That not more than 10 per-

cent by count of peaches in any con-
tainer may fail to meet such diameter
requirement.

(4) Any package or container of
Robin, any type of Babcock, Blazing
Gold, Bonjour, Cardinal, Dixired, Gold
Dust, June ILady, Merrill Gemfree,
Royal May, or Early Coronet varlety
peaches unless:

(1) Such peaches when packed in a
No. 22D standard lug box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 88 peaches in the lug box;

(ii) Such peaches when packed in a
No. 12B standard peach box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 75 peaches in the box; or

(iif) Such peaches when packed in any
container, other than a No. 22D stand-
ard lug box, or a No. 12B standard peach
box.that is packed in accordance with
the requirements of standard pack meas-
ure not less than 214 inches in diameter
as measured by & rigid ring: Provided,
That not more than 10 percent, by count,
of peaches in any such container may
fail to meet such dlameter requirement.

(5) Any package or container of Au-
rora, Coronef, Indlan XRed, Merrill
Beauty, Merrill Gem, Peterson Elberta,
Red Haven, Regina, or Red Top varlety
peaches unless:

-
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(1) Such peaches when packed in a No.
22D standard lug box are of a size that
will pack, In accordance with the re-
quirements of standard pack, not more
than 80 peaches in the box; or

(i1) Such peaches when packed in a
No. 12B standard peach box are of a size
that will pack, in accordance with the
requirements of-standard pack, not more
than 70 peaches in the box; or

(iif) Such peaches when packed in any
container, other than a No. 22D standard
lug box or a No. 12B standard peach box
that is packed In accordance with the
requirements of standard pack, measure
not less than 2% inches in diameter as
measured by a rigid ring: Provided, That
not more than 10 percent, by count, of
peaches in any such container may fail
to meet such diameter requirement.

(6) _Any package or confainer of Ala-
mar, Angelus, Belmont, Carnival, Fair-
time, Fay Elberta, Fayette, Fiesta, Forty-
niner, Franciscan, Halloween, J. H. Hale,
John Gee, Jody Gaye, July Elberta (Early
Elberta, EKim Elberta, and Socala), Ma-
dera Gem, Maldens, Mardigras, Merricle,
O'Henry, Paclifica, Pageant, Parade, Par-
adise, Preuss Suncrest, Regular Elberta,
Red Globe, Red Lady, Rio Oso Gem,
Royal Faye, Royal Hale, Scarlet Lady,
Summerset, Summertime, ‘Suncrest,
Toreador, or Willilam’s Gem vanety
peaches unless:

(1) Such peaches when packed in a
No. 22D Jug box are of a size that will
pack, in accordance with the require-
ments of standard pack, not more than
12 peaches in the lug box;

(11) Such peaches when packed in a
No. 12B standard peach box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 65 peaches in the peach box; or

(ii1) Such peaches when packed in any

- container, other than a No. 22D standard

lug box or a No. 12B standard peach box
that is packed in accordance with the
requirements of standard pack, measure
not less than 27js inches in diameter
as measured by a rigld ring: Prorvided.
That not more than 10 percent, by count,
of peaches in any such container may fail
to meet such diameter requirement.

(b) During the perlod May 18, 1974,
through June 30, 1974, no handler shall
hdndle any package or container of any
variety of peaches not specifically named
in paragraphs (@) (2), (3), (4), (5), or
(6) of this section unless:

(1) Such peaches when packed in a
No. 22D standard lug box are of a size
that will pack, in accordance with the
requirements of standard pack, not more
than 86 peaches in the lug box; or,

(2) Such peaches when packed in any
container, other than a No. 22D standard
lug box, measure not less than 215 inches
in diameter as measured by a rigid ring:
Provided, That not more than 10 per-
cent by count of peaches in any such
container may fail to meet such diameter
requirements.

(¢) During the period July 1 and 2,
1974, no handler shall handle any pack-
age or contalner of any variety of
peaches not specifically named in para-
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graphs {a) (2), «3), (D, 15) or (6) of
this section unless:

(1) Such peaches when packed in a
No. 22D standard lug box are of @ size
that will pack, in accordance with the
requirements of standard pack, not more
than 80 peaches in the Iug box; or -

(2) Such peaches when packed in a
No. 12B standard peach box are of a
size that will pack, in accordance with
the requirements of standard pack, mnot
more than 70 peaches in the peach
box; or

(3) Such peaches when packed in any
container, other than a No. 22D stand-
ard lug box or a No. 12B standard peach
box, measure not 1tss than 234 inches in
diameter as measured by = rigld ring:
Provided, That not more than 10 per-
cent, by count, of peaches in any such
container may fail to meet such diameter
requirement.

(d) Peach Regulation 3 (38 FR 11064,
14815) is hereby terminated as of the ef-
fective date hereof.

(e) Terms wused in the amended
marketing agreement and order shall,
when used herein, have the same mean-
ing as given to the respective term in said
amended merketing agreement and
order; “U.S, No. 1,” and “standard pack,”
shall have the same meaning as when
used In the United States Standards for
Peaches (7 CFR 51.1210-1223) ; “No. 22D
standard lug box” and *“No, 12B standard
peach box" shall have the same meaning
as set forth in section 43601 of the Agri-
“cultural Code of California; and
“diameter” shall mean the distance
through the widest porticn of the cross
section of a peach at right angles to a
line running from the stem to the blos-
som end.

Dated: May 15, 1974.

CHARLES R. BRADER,
Deputy Director, Fruit and
Vegetable Division, Agricul-
tural Marketing Service.

[FR Doc.74-11490 Filed 5-17-74;8:45 am]

CHAPTER XIV—COMMODITY CREDIT COR-
gggéTION, DEPARTMENT OF AGRICUL-

SUBCHAPTER B—LOANS, PURCHASES, AND
OTHER OPERATIONS

PART 1464—TOBACCO
[Amdt, 5]
Subpart A—Tobacco Lean Program

CRrOSS REFERENCE: For a document
concerning tobacco inspection and price
support services with regard to flue-
cured tobacco, and filed jointly by the
Commodity Credit Corporation and the
Agricultural Marketing Service see FR
Doc. ‘14-11520, supra.

Title 14—Aeronautics and Space

CHAPTER 1—FEDERAL AVIATION ADMIN-
ISTRATION, DEPARTMENT OF TRANS-
PORTATION

[Alrspace Docket No. 74-WA-14]
PART 73—SPECIAL USE AIRSPACE
Alteration of Restricted Areas

The purpose of this amendment to
Part 73 of the Federal Aviation regula-
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tions 1s to change the Using agency for
Subareas A and B of Restricted Area R~
3101 PMRFAC FOUR, Hawail, and for
Restricted Areas R-3102 A, B, and C
Island of Kahoolawe, Hawall, R-3107 A
and B Kaula Rock, Hawail, and R-3120
PMRFAC Five, Hawail.

‘The change will correct the identity
of the military organization for whom
the restricted areas are designated.

Since designation of a different using
agency is a minor amendment upon
which the public is not particularly in-
terested, notice and public procedure
thereon are unnecessary. However, as it
is essential that the correct using agency
of the restricted areas be identified, good
cause exists for making this amend-
ment effective immediately.

In consideration of the forepoing, Part
73 of the Federal Aviation regulations is
amended, effective May 20, 1974, as here-
Inafter set forth.

In § 73.31 (39 FR 664)

1. The Using agency for R-3101
PMRFAC FOUR, Hawali, SUBAREA A,
is changed to read as follows:”

Using agency. Commanding Officer, Pacific

Missile Range Facllity, Hawail (COPMRFAC
HAWAI),

2. The Using agency for R-3101
PMRFAC FOUR, Hawaii, SUBAREA B,
is changed to read as Tollows: .

Using agency. Commanding Officer, Pacific

.Missile Range Facility, Hawailt (COPMRFAC

HAWAIL).

3. The Using agency for R-3104A Is
land of Kahoolawe, Hawaii, is changed
toread as follows:

Using agency. Commander, Fleet Training

Group Pearl Harbor (COMFLETRAGRU
PEARL). .

4. 'The Using agency for R-3104B Is-
land of Kahoolawe, Hawail, is changed
to read as follows:

Using agency. Commander, Fleet Tralning
Group Pearl Harbor (CO‘\IFLE’ER.AGRU
PEARL).

5. The Using agency for R-3104C Is-
land of Kahoolawe, Hawaii, is changed
to read as follows:

Using agency. Commander, Fleet Training

Group Pearl Harbor (COLIFIEI’RAGRU
PEARL).

6. The Using agency for R-3107A

. Kaula Rock, Hawaﬁ is cha.nged to read

as follows:

Using agency. COmmander Fleet Training
Group Pearl Harbor (COMEI.E'I’RAGRU
PEARL) .

7. The Using agency for R-3107B
Kaula Rock, Hawall, is cha.nged to read
as follows:

Using agency. Commander, Fleet Training
Group ‘Pearl Harbor (COI\II-‘LE'I‘RAGR‘D‘
PEARL).

8. The TUsing agency for R-3120
PMRFAC FIVE, Hawail, Is changed to
read as follows:

Using agency. Commanding Officer, Pacific
1Missile Range Facllity Hawail (COPMRFAC
HAWAIL).

(Sec. 307(a), Federal Aviation Act of 1958
(49 US.C. 1348(a)); sec. 8(c), Department
of Transportation Act (49 U.S.C. 1655(c)).)

Tssued in Washington, D.C., on May
14, 1974,
Crarres H. NEwror,
Acting Chief, Airspace and
Air Trafic Bules Division.

{FR Doc,74-11436 Flled 5-17-74;8:15 am]

‘CHAPTER II—CIVIL AERONAUTICS BDARD
SUBCHAPTER A—ECONOMIC REGULATIONS
[Reg. ER-852; Amdt, No, 1]

PART 292—CLASSIFICATION AND
EXEMPTION OF ALASKAN AIR CARRIERS

Deletion of Procedural Requirements

Adopted by the Clvil Aeronnutics
Board at ifs office in Washington, D.C.

Section 2923 provides special proce=-
dursl requirements relating to the filing
and posting of documents affecting Alas=
kan air carriers in the Board's “Alaska
Liaison Office.”

Although the Board currently malin-
tains an Alaska regionsal office in Anchor-
age, the functions of that office are not
the same as those formerly performed by
the “Alaska Liaison Office” referred to
in § 292.3, which has not been maintained
for some years. Thus, since the require-
ments prescribed by §292.3 have been
rendered obsolete by the discontinuation
of the “Alaska. Idaison Office,” the seo-
tion should be deleted.

In delefing these speclal procedural re«
quirements which were previously appli-
cable to all proceedings affecting Alaskan
alr carriers, it should be noted that the
Board intends to prescribe, from time to
time, such special procedural require-
ments as it may deem appropriate, to
enable its Alaska regional office to serve
as a readily accessible repository for
copies of relevant materials filed with
the Board in particular proceedings or
types of proceedings,

Accordingly, we have determined to
amend Part 292 by deleting the provi-
sions of § 292.3.

Inasmuch as this amendment relates
only to procedural reguirements the
Board finds that notice and public pro-
cedure hereon are unnecessary, and ib
may be made effective immediately.

In consideration of the foreroing, the
Civil Aeronautics Board hereby amends
Part 202 of the Economic Repulations
(14 CFR Part 292) effective May 15, 1974,
as follows:

1. Amend the table of contents by de-
leting and reserving the title of § 202.3.
As amended the Table of Contents will

read in pertinent part:

- - ® - ]
§292.3 [Reserved]

* * » L 4 *

2. Delete and reserve § 202.3 the sece
tiop as amended to read as follows:
§ 292.3 [Reserved]

(Sec. 204(a) of the Federal Aviation Act of
1958 as amended, 72 Stat. 743; (49 U.8.0,
1324.))

Effective date: May 15, 1974,
Adopted: May 15, 1974.

By the Civil Aeronautics Board.
{sEAL] FpwiN Z. HOLLAND,

Secretary,
[FR Doc.74-11478 Filed 5~17-74;8:45 am]
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[Rez. ER-836; Amdt. 221

-PART 298—CLASSIFICATION AND
EXEMPTION OF AIR TAXI OPERATORS

Definition of Large Aircraft
Correction

In FR Doc. 74-10584 appearing alt page
16321 in the issue for Wednesday, May
8, 1974, the following correciion should
be made. On page 16342, in the last para-
graph of the first column, {he first sen-
tence should read as follows: “Similarly,
the objections of some respondents to
the exclusion of the Convair 240 and 340
or the Hawker Siddeley 748 rest implicit-
1y on the fact that these were not ex-
pressly listed in Order 72-9-62 as aircraft
that would not qualify under the air taxi
exemption.”

Title 16—Commercial Practices

CHAPTER I—FEDERAL TRADE
COMMISSION

[Docket No. 8924] ‘
PART 13—PROHIBITED TRADE
PRACTICES

Edu-Cards Corp.

Subpart—Furnishing means and In-

strumentalities of misrepresentation or
deception: § 13.1055 Furnishing means
and instrumentalities of misrepresenta~
iion or deception; § 13.1057 Packaging
deceplively; 13.1057-40 Oversized .con~
fainers. Subpart—Misrepresenting one-
self and goods—{Goods: § 13.1698 Pack-
aging deceplively. Subpart—Packaging
or labeling of consumer commodities
unfairly and/or deceptively:* § 13.2100
Packaging or labeling of consumer com-
modifies unfairly and/or deceptively,*
132100-10 Packaging.*
{Sec. 6, 38 Stat. 7213 (15 U.S.C. 46). Inter-
prets or applies sec., 5, 38 Stat. Ti9, ss
amended; {15 U.S.C. 45)) [Cease and desist
order, Edu-Cards Corporation, Commack,
N:Y., Docket 8924, Apr. 24, 1974]

In the Matter of Edu-Cards Corporation
a Corporation

Consent order requiring a Commack,
N.Y.,, manufacturer of toy, gift and
hobby products, among other things to
cease packaging its products in oversized
containers creating appearance or im-
pression that contents contalned therein
are of a greater size or quantity than is
the fact. -

The order to cease and desist, includ-
ing further order requiring report of
compliance therewith, is as follows:

1t is ordered, ‘That respondent Edu-
Cards Corporation, a corporation, and
dts officers, agents, representatives, em-
ployees, successors and assigns, directly
or through any corporation, .subsidiary,
division. or other device, in connectlion
with the offering for sale, sale or dis-
Tribution ol toy, gift and hobby mer-
chandise and any other products, in
commerce, as *“commerce” is defined in
the Federal Trade Commission Act, do
forthwith cease and desist from:

*New.
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1. Packaging said products in over-
sized boxes or other containers =0 as to
create the appearance or impression
that the width or thickness or other
dimensions or quantity-of products con-
tained in a box or-ocontainer is appreci-
ably greater than is the fact; but
nothing in this order shall be construed
as forbidding respondent to use over-
sized containers If respondent justifies
the use of such containers ds necessary
for the efficient packaging of the prod-
ucts contained therein and establishes
that respondent has made all reason-
able efforts to prevent any misleading
appearance or impression from belng
created by such containers;

2. Providing wholesalers, retallers or
other distributors of said products with
any means or Iinstrumenfality with
which to decelve the purchasing public
in the manner described in paragraph
(1) above.

It is Jurther ordered, That respond-
ent or its successors or assigns notify
the Commission at least thirty (30)
days prior to any proposed change in
the corporate respondent such as dis-
solution, assignment or sale resulting
in the emergence of & successor cor-
poration, the creation or dissolution of
subsldiaries or any other change in the
respondent which may affect compli-
ance obligations arising out of this
order.

It is further ordered, That the re-
spondent distribute a copy of this order
to all divisions and subsidiaries of sald
<corporation and all firms and individuals
involved in the formulation or imple-
mentation of respondent’s business
policles, and all firms and individuals
engaged in the advertising, marketing,
or sale of respondent’s products.

It is further ordered, That the re-
spondent herein shall, within sixty (69)
days after service upon it of this Order
file with the Commission a report in
writing setting forth in deta{l tho man-
ner and form in which it has complled
with this Order.

Issued: April 24, 1974,
By the Commission.

[seaLl CrAnLes A. ToBIN,
Secretary.

[FR Doc.74-11471 Filed 5-17~74;8:45 am]

[Docket No. C-2436)

PART 13—PROHIBITED TRADE
PRACTICES

Hutcheson Meats and Robert E. Brannan

Subpart—Advertising falsely or mis-
leadingly: § 13.10 Advertising falsely or
misleadingly, §13.15 Business status,
advantages or connections; 13.15-70
Financing activitles; §13.73 Formal
regulatory and statutory requirements;
3 13.73-92 Truthin Lending Act; § 13.85
Government approval, action, connection
or standards; §13.85-60 Standards,
specifications, or source; § 13.155 Prices;
§13.155-10 Bait; §13.155-70 Percent-

17759

age savinps; §13.155-95 Terms and
conditions; %13.155-95(2) Truth in
Lending Act; §13.155-100 TUsual as re-
duced, special, etc.; $13.175 Qualily of
product or service; §13.180 Quantiiy’
§ 13230 Sice or weight. Subpart—Fail-
ing to maintain records: §13.1051 Fail-
ing to meintain records; §13.1051-20
Adequate; Subpart—Misrepresenting
oneself and goods—Business status, ad-
vantages or connections: §13.1417 Fi-
nancing activities; —Goods: §13.1623
Formal regulatory and statufory require-
ments; §13.1623-95 Truth in Lending
Act; $13.1715 Qualify; $131720 Quan-~
tity; $§13.1143 Size orweight. —Prices:
$13.1779 Bait; §$13.1823 Terms and
conditions; § 13.1823-20 Truth inTend-
ing Act; §13.1825 Usual as reduced or
to be increased. Subpart—Neglecting,
unfairly or deceptively, to make material
disclosure: §13.1852 Formal regulatory
and statutory requirements; § 13.1852-75
‘Truth in Lending Act; § 13.1857 Instru-
ments’ sale to finance companies;
§13.1882 Prices; §13.1886 Quelily,
conditions; § 13.1905-60 ‘TruthinIend-~
grade, or type; 3131905 Terms and
ing Act.

(Sec. 6, 38 Stat. 721 (15 U.S.C. 45). Interprets
or applies sec. 5, 38 Stat. 719, 2s amended;
83 Stat. 146, 147 (15 U.S.C. 45, 52, 1801-1605) )
TCease and deslst order, Xew Orleans Aleats,
Xne., doing business as Hutcheson Mexts, et
sl, Kenner, La., Docket C-2436, Mar. 20, 1874]

In the BMatter of New Orleans Meats, Inc.,
a Corporation, Doing Business as
Hutcheson Meats, end Robert E.
Brannan, Individually and as an
Officer of Said Corporation .

Consent order requiring a Kenner, La.,
seller and distributor of beef and other
meat products, among other things to
cease using bait advertisements; misrep-
resenting the price, quality, and quantity
of its products; and violating the Truth
in Tending Act by failing to disclose to
consumers, In connection with the ex-
tension of consumer credif, such infor-
mation as required by Regulation Z of
the said Act.

The order to cease and desist, includ-
ing further order requiring report of
compliance therewlth, is as follows:

It is ordered, Thnat respondent New
Orleans Meats, Inc., a corporation, doing
business as Hutcheson Meats, its soc-
cessors and assigns, its officers and Rob-
ert E. Brannan, individually and as an
officer of sald corporation, respondents’
agents, representatives, salesmen and
-employees, directly or throuzh any cor-
poration, subsidiary, division orother de-
vice, in commection with the offering for
sale, sale or distribution of meat or other
food products, in commerce, as “com-
merce” is defined in the Federal Trade
Commission Act, do forthwith cease and
desist from:

1. Disseminating, or causing the dis-
semination of, any advertisement, or
utilizing any sales presentation, which
represents directly or by implication:

(a) That any products are offered for
sale, when the purpose of such represen-
tation is not to sell the offered products,
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but to obtain prospects for- the sale of
other products at higher prices. .

(b) That any product is offered for
sale when such offer is not a bona fide
offer to sell such product.

(¢) That any meat offered for sale is
high quality meat, which in fact is either
ungraded or below the grades of “Prime”
“Choice” and “Good”, or which is yield
grade 5 of the quality grade.

(d) 'That the meat a purchaser will
receive or take home, when untrimmed
beef sides, hindquarters, forequarters, or
other untrimmed pieces, “Bundles”, or
“Packs” are sold, will consist, after cut-
ting, dressing and trimming, entirely or
primarily of steaks, or other high quality
cuts, unless such is the fact.

2. Disseminating, or causing the dis-
semination of, any advertisement, or uti~
lizing any sales presentation, which:

(a) Fails to disclose clearly, Without
ambigiﬁty, and with prominence: *

(1) That untrimmed beef- sides, hmd—
quarters. -forequarters, or other un-
trimmed pieces, “Bundles”, or ‘“Packs”,
offered for sale, will suffer weight loss
due to cutting, dressing and trimming.

(2) That the price charged for un-
trimmed meat is based on the hanging
weight before cutting, dressmg and trim-~
ming occurs. -

(3) That correct average percentage
of weight loss of such untrimmed side,
quarter, plece, “Bundle”, or “Pack” due
to cutting, dressing and trimming.

{(b) Falls to include clearly and thh
pxominence'

(1) When United States Department
of Agriculture graded-meat is advertised
which is below the grade of “USDA
Good”, the meat will be identified -as
grades U.S. Standard and/or U. S Com-
merclal,

3. Disseminating, or causing the dis-
semination of, any advertisement, or uti~

. Hzing any sales presentation, which mis-
represents in any manner the price,

quantity or quality of any meat ox other -

food products, or savings available to
purchasers thereof.

4, Disseminating, or causing the dis-
semination of, any advertisement, or
utilizing any sales presentation, which
represents directly or by implication, that
the prices stated in such advertisements
are not the regular and ordinary prices
at which respondents offer for sale, and
sell meat or other food products, but are
instead “sale” or “special” prices, and
therefore are lower than respondents’
regular and ordinary pnces, when, in
fact, such advertised prices are the prices
regularly and ordinarily charged by re-
spondents for the products advertised
and do. not constitute a reduction or dol-
lar saving from respondents’ regular and
ordinary prices.

5. Disseminating, or causing the dis-
semination of, any advertisement, or uti-
lizing any sales presentation, which rep~
resents, directly or by implication:

(a) ‘That purchasers may arrange for
credit granted by respondents for pur-
chases of meat or other food products
when respondents-do not in fact extend
credit in the ordinary course and conduct
of their business.
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(b) That purchasers m’é,y arrange to
make deferred payments for their pur-
chases directly to respondents when, in
the ordinary course and conduct of their
business, respondents do not accept de-

. ferred payments but transfer purchasers’

obligations to-a finance company or other
third party to whom such deferred pay-
ments must be made.

6. Disseminating, or causing the dis-
semination of, any advertisement, or
utilizing any sales presentation, which
fails to disclose clearly and with prom-
inence that purchasers’ obligations will
be transferred to a finance company, or
other third party, when, in the ordinary
course and conduct of their business, such
is respondents’ practice.

7. Discouraging the purchase of, or dis-
paraging in any manner, any meat or
other food products which are advertised
or offered for sale.

8. Displaying any side, hindquarter,
forequarter, or other portion of a beef
carcass of inferior quality and: unwhole-
some appearance, or of fatty, wasty yield
grade, to prospective customers who have
answered an advertisement or sales pres~
entation of respondents, as the meat
featured in such advertisement or pres-
-entation, so as to discourage such pro-
spective customers from seeking to pur-

chase the meat which was the subject of *

the advertisement or presentation.

9. Failing to maintain for a period of
two (2) years adequate records, and to
permit the . inspection and copying
thereof by Commission representatives:

(a) “Which disclose the facts upon
which are based price representations
and statements as to the quality and the
U.S.D.A. grade of meat offered for sale,
savings claims, representations as to the
percentage of steaks, or other high qual-~
ity cuts in advertised meat, and similar
representations from the type covered
by this Order, and from which the valid-
ity of such statements and representa-
tions can be established; and

(b) Records from which fespondents’
compliance with the requirements of this
Order can be ascertained.

It is further ordered, That respondents
New Orleans Meats, Inc., doing business
as Hutcheson Meats, its successors and
assigns, its officers and Robert E. Bran-
nan, individually and as an officer of said
corporation, respondents’ agents, repre-
sentatives, salesmen and employees, di-
rectly or through any corporation, sub-
sidiary, division or other device, in-con-
nection with any advertisement to aid,
assist or promote, directly or indirectly,
any extension of consumer credit, as “ad-
vertisement” and “consumer credit” are

.defined in Regulation Z of the Truth

in Lending Act, do forthwith cease and
desist from:

1. Stating in any advertisement the
amount of the down payment required
or that no down payment is required, the
amount of any installment payment, the
dollar amount of any finance charge, the
number of installments or the period or
repayment; or that there is no charge for
credit, unless there is also stated, in ter-
minology prescribed under § 226.8 of reg-
ulation Z, as required by § 226.10(d) (2)

of repulation Z, all of the following
items—) the cash price; i) the
amount of the down payment required
or that no down payment iz required, as
applicable; dil) the number, amount,
and due dates or period of repayments
scheduled to repay the indebtedness if
the credit is extended; (iv) the annual
percentage rate; and (v) the deferred
payment price.

2. Making any disclosure not in ac-
cordance with the requirements of § 226.-
10 of Regulaticon Z,

It is further ordered, That respondents
deliver a copy of this order to cease and
desist to all persons now engaged, or who
become engaged, in the sale of meat; or
other food products ss respondents’
agents, salesmen, representatives or eme
ployees, and to secure from each of said
persons & signed statement acknowleds-
ing receipt of & copy thereof.

It is further ordered, That respond-
ents notify the Commisston at least 30
days prior to any proposed change in the
corporate respondent such as dissolution,
assignment or sale resulting in the emer-
gence of a suecessor corporation, the
creation or dissolution of subsidinries or
any other change in the corporation
which may affect compliance oblizations
arising out of the order.

It is further ordered, That the indi-

vidually respondent named herein
promptly notify the Commisston of the
-discontinuance of his present business
‘or employment and of his affiliation with
'8 new business or employment. Such no-
tice shall include respondent’s current
business address and a statement as to
the nature of the business or employ-
‘ment in which he is engaged as well ag o
description of his duties and responsi-
bilities.
- It is further ordered, That the re-
spondents herein shall within sixty (60)
days after service upon them of this
order, file with the Commisston a report,
in writing, setting forth in detail the
manner and form in which they huve
complied with this order. -

Issued: March 20, 1974. - -
By the Commission.

[searl CHARLES A. ToblN,
' Seeretary.
[FR Doc.74-11470 Filed 5-17-74;8:46 am |

CHAPTER 11-—CONSUMER PRODUCT
SAFETY COMMISSION \
SUBCHAPTER B—CONSUMER PRODUCT SAFETY
ACT REGULATIONS
PART 1105—SUBMISSION OF EXISTING
STANDARDS; OFFERS TO DEVELOP
STANDARDS; AND THE DEVELOPMENT
OF STANDARDS

Consumer Product Safety Standards;
Requirements and Procedures; Correction

In FR Doc. 74-10731 appearing at page
16206 in the FrpERAL REGISTER of May 7,
1974, the following concluding text was
inadvertently omitted from paragraph

16 of the preamble (39 FR 16209) :

“The « Commission concludes that
§ 1105.8(a) should not be changed a8
suggested. Where alternative test meth-
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ods are appropriate, the standards will
identify them. If not originally included
in the standard, they may be added af-
terwards by amending the standard In
accordance with the provisioens of section
9(e) of the act.”

~Dated: May 15, 1974.

Sapze E. DUNN,
- Secretary, Consumer Product
- Safety Commission.

[FR Doc.7T4-11468 Filed 5-17-74;8:45 am]

Title 41—Public Contracts and Property
-Management

‘CHAPTER 8—VETERANS
© ADMINISTRATION

PART 8-75—DELEGATIONS OF
AUTHORITY

Special and Limited Delegations of
Authority; Construction Contracts

Subpart 8-75.2, Special and I.imited
Delegations, Is revised as follows. The
delegation of contracting authority to
the Assistant Administrator for Con-
struction is amended to include the serv-
ices of artists for works of art for new
‘buildings, to reflect an organizational re-
alignment in the Office of Construction,
and to include certain site facility work
in utility-connection confracts. ‘The
{elegation of authority for purchases of
controlled substances is deleted from this
subpart and will be reissued in subpart
8-74. New § 8-75.201-16 is added to in-
corporate delegations of conftracting au-
thority to the National Cemetery System.

Compliance with the provisions of 38
CFR 112, as to the notice of proposed
regulatory development and delayed ef-
fective date is unnecessary in this in-
stance as the change consists of state-
ments of delegations of contracting au-
thority. ]

1, Section 8-75.201-2 is amended by
revising the introductory paragraph

. and paragraph (b) to read as follows:

§8—75.201—2 Arcbnectural and engi-
neering services; Central Office.

Authority to execute, award, and ad-
minister contracts and related docu-
‘ments involving the expenditure of funds
for the acquisition of architectural and
engineering services and of services of
artists for works of art authorized In
connection with new buildings, is dele-
gated to the following:

* * - - »

(b) Project Directors, or in their ab-
sence the Senlor Project Supervisors.

2. Sections 8-75.201-4 is smended by
revising the section heading, the intro-
ductory paragraph, and paragraph (b)
as follows

.§ 8—75.201—1 Uuhty-oonnecuon and

other site facility contracts; Central

Offce.

Authority to execute, award, and ad-
minister confracts and related docu-
ments Involving the expenditure of funds
Hfor the scquisition of utility connections
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and other site facilities is delezated to
the following-

(b) Chief, 'U(:mtles Contmct Admlnls
tration Division, or in his absence the
Director of Architecture and Engineer-
ing.

3. Section 8-75.201-5 is revised to read
as follows:

§ 8-75.201-5 Construction contracts;
ficld stations, supply depols.

The Chief, Supply Service, at a field
station, the Manager, VA Supply Depot,
and any employee designated by them in
accordance with §8-75.101(b) of this
Chapter are authorized to execute,
award, and administer contracts for con-
struction projects assigned by the Chief
Medical Director, under delegation of
the Assistant Administrator for Con-
struction, or those accomplished with
station or depot funds. Contracting of~
ficers, in executing, awarding and ad-
ministering construction contracts, in-
cluding those for maintenance and re-
palr projects, will be gulded by Federal
Procurement Regulations, Veterans Ad-
ministration Procurement Regulations,
and procedures established by ths As-
sistant Administrator for Construction.

3. Sectlon 8-75.201-7 is revised to read
as follows:

§ 8-75.201-7 Issue of Government bills
of lading—Transportation of re-
mains of deceased heneficiaries.

The Chief, Medical Administration
Service, at a Veterans Administration:
hospital, or the person gcting in that
capacity, is delegated authority to issue
and to sign as “Issuing Officer,” Govérn-
ment bills of lading for the shipment of
the remasains of beneficiaries expiring in &
Veterans Administration hospital.

4. Sectlon 8-75.201-10 is revised to
Tead as follows:

-§ 8-75.201-10 Architectural and engi-

neering services; ficld stations, sup-
ply depots.

The Chief, Supply Service, at a fleld
station, the Manager, VA Supply Depot,
and any employee designated by them
in accordance with § 8-75.101(b) of this
chapter are authorized to execute,
award, and administer contracts for the
acquisition of architectural and en-
gineering services when the cost of such
services are chargeable fo station or
depot funds.

§ 8-75.201-11 [Revoked]

5. Section 8-75.201-11, Authorlty to
purchase narcotics and other controlled
drugs, Is revoked.

6. Section 8-75.201-16 1s added to read
as follows:

§ 8-75.201-16

tem.

Authority for the Natlonal Cemetery
System to procurs supplies, equipment
and non-personsl services is delegated
as follows:

National Cemetery Sys-
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(a) Authority to execute, award, and
administer contracts and related docu-
ments involving the expendifures of
funds for the acquisition and transpor-
tation of headstones and markers is dele-
gated to the following:

(1) Director and Deputy Director, Na-
tional Cemetery System.

(2) Director, Headstone Service, Na-
tional Cemetery System.

(3) Chief, Procurement Division, Head~
stone Service, National Cemetery
System.

(4) Chief and Assistant Chief, Funds
and Contracts Section, Procurement Di-
vislon, Headstone Service, National
Cemetery System.

(b) Authority to issue and sign Gov-~
ernment Bills of Lading for the transpor-
tation of headstones and markers Is fur-
ther delegated to:

(1) Transportation Specialist, Head-
stetgtlxe Service, National Cemetery Sys-

(2) Chief, Transportation Section,
Procurement Division, Headstone Serv-
ice, National Cemetery System.

(c) Authority to procure, in accord-
ance with the provisions of ¥FPR 1-3.6,
supplies, equipment, and non-personal
services (including consfruction) re-
quired for the operation of National
Cemeteries Is delegated to:

(1) Director and Deputy Director, Na-
tlonal Cemetery System.

(2) Chief and Assistant Chief, Na-
tional Cemetery Supervising Office.

g:s'.) National Cemetery Superintend-
en

(8ec. 205(c), 63 Stat. 390, as amended (40
UB.0. 488(¢c));: sec. 210(c), 72 Stat. 1114
(38 US.C. 210(c)))

Effective date. These Iegulaﬁons are
effective May 13, 1974.

Approved: May 13, 1974. \
By direction of the Administrator.

[sear] R. L. ROUDEBUSE,
Deputy Administrator.
{PR D0c.74-11472 Piled 5-17-74; 8:45 am]

CHAPTER 14—DEPARTMENT OF THE
INTERIOR

PART 14-4—SPECIAL TYPES AND
METHODS OF PROCUREMENT

Architect Engineer Services;
Procurement Actions

Correction

In FR Doc. 74-10020, appearing at
page 15272, in the issue for Thursday,
May 2, 1974, in the third column, para-
graph () of §14-41004-3 and the
paragraph immediately below it should
read as follows:

() Any other criteria applicable to
a particular procurement.

§ 14-4.1004—4 Action by agency head
or his anthorized representative.

The head of each procuring activify,
as the responsible official to whom
authority is delegated, Is anthorized to
perform the functlons prescribed by
§ 1-4.1004-4 of this title.
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Title 42—Public Health

CHAPTER I—PUBLIC HEALTH SERVICE,
DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE ;

SUBCHAPTER D—GRANTS
PART 58—GRANTS FOR PUBLIC HEALTH

Grants to Schools of Public Health for
Public Health Training—Miscellaneous
Amendments

Notice of proposed rulemaking, public
rulemaking procedures and postpone-
ment of effective date have been omitted
in the issuance of the following miscel-
laneous amendments to 42 CFR Part 58,
Grants to Schools of Public Health for
Public Health ‘Training, because all

schools of public health affected hereby -

have actual notice of such amendments
and have previously had an opportunity
to comment thereon and consequently
such procedures would serve simply to
delay necessary implementation and
thus be contrary to the public interest.

The major substantive change made
hereby is to revise §58.2 of the
current  program regulations setting
forth the policy concerning availabil-
ity of funds to permit schools to have 24
months in which to obligate grant funds
made available under Part 58, instead of
requiring that such funds be obligated
during the same year in which the grant
is made. 'This will permit schools to ob-
lipate such funds in a more reasonable
manner. These amendments also make a
number of editorial and technical
changes primarily directed at revising
the regulations to substitute “Secretary”
for “Surgeon General” and to update the
citations to the current program author-
ity. ; . -

Written comments concerning these
miccellaneous amendments are invited
from Interested persons. Inguiries may
be addressed, and data, views and argu-
ments may be presented in writing, in
triplicate, to Chief, Office of Grants Pol-
icy, Bureau of Health Resources Devel-
opmenf, Health Resources Administra-
tion, Room 5B-~36, Building 31, 9000
Rockville Pike, Bethesda, Maryland
20014, All commeénts received in response
to these amendments will be ‘available
for public inspection and copying at the
above referred to address weekdays
(Federal holidays excepted) between the
hours of 8:30 a.m. and 5 p.m. All relevant
materials received not later than June
19, 19'74, will be considered.

Dated: April 1, 1974.

: CHARLES C. EDWARDS,
Assistant Secrétary for Health.
Approved: May 15,1974,
FRANK CARLUCCI,
Acting Secretary. -
Part 58 of Title 42 of the Code of Fed
eral Regulations is amended as follows:

1, In §58.1, paragraph (a) is revised
and paragraph (e) is revised. As
amended, § 58.1 reads as follows:

§ 58.1 Definitions.
*

* * * *

(a) “Schools of public health” mean
those public or nonprofit schools in the
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United States or its territories or posses-
sions accredited for the degree of Master
of Public Health by a body or bodies
recognized by the Secretary. The Ameri-
can Public Health Association is a body
50 recogniZed.

%= * * * %

(e) “Secretary” means the Secretary
of Health, Education, and Welfare and
any other officer or employee of the De-
partment of Health, Education, and
Welfare to-whom the guthority involved
has been delegated.

2. Section 58.2 is revised to read as
follows: .

§58.2 Allocations, time¢ of making and
duration.

(a) The Secretary shall award a grant
under this part in accordance with the
allocation set forth in §58.3, to each
school of public health whose application
is found by the Secretary to meet the
requirements of section 309(c) of the Act
and the regulations in this part.

(b) Funds awarded under this part
may be expended by the school at any

. time before the end of the 24 month pe-

riod specified
document. .

3. The first senfence of §58.3 is
amended to read as follows:

§ 58.3 Basis of allocations.

Two-thirds of the funds made avail-
able pursuant to section 309(c) of the
Act for any fiscal year shall be allocated
among the schools of public health in

in the grant award

.the same proportion that the average

number of Federally sponsored students
in each school of public health during
the last three fiscal years for which data
are available bears to the average tofal
number of Federally sponsored students
in all.schools of public health for that
same period, * * *

4. Section 58.6 is amended as follows:
Paragraph (a) is revised and paragraph
(b) is revoked. As amended, § 58.6 reads
as follows: -

§ 58.6 Paymex;ls.

Payments from grants to a school of
public health shall be made only after
an application therefor has been sub-
mitted and approved in accordance with
§ 58.2.

5. Section 58.8 is amended to read as
follows:

§58.8 Reports.

‘Each grantee shall at such times and
in such form as the Secretary may pre-
scribe, make such reports pertinent to

-the carrying out of its approved applica~

tion and to the purposes for which the
grant is made available as may be re-
quired by the Secretary.

6. Section 58.10 is revised to read as
follows:

'§ 58.10 Termination of grants.

‘Whenever the Secretary finds that a
grantee has failed to comply with the
regulations of this part or its approved

application, he may, on reasonable no-

tice to the grantee, withhold further pay-
ments or terminste the gront.

[FR Doc.74-11477 Filed 5-17-74;8:46 am}

Titlé 45—Public Welfare

CHAPTER 11—SOCIAL AND REHABILITA.
TION SERVICE (ASSISTANCE PRO-
GRAMS), DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

PART 250-—ADMINISTRATION OF
MEDICAL ASSISTANCE PROGRAMS

Medicaid; Federal Matching for Mechanized
Systems

.Notice of proposed rulemaking was
published June 13, 1973, at 38 FR 155684,
implementing section 1903(a) (3) of the
Act (amended by section 235 of Public
Law 92-603). Requirements were speci-
fled for obtaining increased I¥ederal
matching, under title XIX of the Social
Security Act, for mechanized claims
processing and information retrieval
systems.

Comments were received concerning
the requirements for; (1) Prompt 1ssu.
ance of explanation of benefits (EOB) ;
(2) proprietary rights of the Federal rov-
ernment in systems for which there has
been Federal financial particlpation
(FFP) under this regulation; (3) sys-
tems compatibility; (4) criteria to be
used for approval of systems; and (§) ace
cess by Federal and State personnel to
systems.

The response of the Department ig:
(1) Issuance of EOB is required by the
Act and by intent of Congress: (2) re-
tention of a Federal right to reproduce
or otherwise use software or modifica-
tions thereof designed, developed, or in-
stalled with 90 percent FFP is necessary
.fo achieve significant economies by pre-
venting repetitive FFP for identical de«
velopmental work; (3) the final regula~

" tion clarifies that systems compatibllity

with other organizations means profes«
sional standards review organizations
(PSRO’s) at this time (as requirements
evolve, FFP will be available for systems
modifications) ; (4) criteria for approval
of systems are contained in the regula-
ton guidelines (equivalent systems are
acceptable) ; and (5) access by Federal
and State personnel is necessary to de-
termine ecohomy, efficiency, and effec-
tiveness. .

Changes have been made in the regu-
lation to specify that proprietary rights
will be retained by the State government.
The Federal government will retain a
right to reproduce or otherwise use soft-
ware or modifications thereof designed,
developed, or installed with 90 percent
Federal matching funds. Other changes
have been made to add requirements for
a reasonable time period for system use
after installation, and for system opera-
tion at the time o claim for matching is
made. Also, clarifying and editorial
changes hiave been made. The provision
for matching of hospital cost determinae
tion systems has been deleted since the
statutory authorization has expired.

Accordingly, the regulation as pro-
posed with necessary changes has been
adopted.

Il
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§ 250.90 Federal financial parllc.lpauon.
Mechanized claims processing, and
information retrieval systems.

(a) Definitions. For purposes of this
section:

(1) A mechanized claims processing
ahd information retrieval system is a sys-
tem of software and hardware used to
process claims for medical care and serv-
ices rendered under the medical assist-
ance program and to retrieve and pro-

- duce utilization and management infor-
mation about -such services which is re-
quired by the single State agency and
Federal Government for program admin-
istration and audit purposes.

(2) Hardware means automatic equip-
ment used for & claims processing and
information retrieval system. Such
equipment accepts data input, stores
data, performs calculations and other
processing steps, and prepares informa-
tion-output. This equipment includes:

(i) Electronic digital computers;

(i) Peripheral or auxiliary equipment
used in support of electronic computers
whether selected and acquired with the
computer or separately;

(iii) Data transmission or communi-
cations equipment that is selected and
acquired solely or primarily for use with
a configuration of automatic data proc-
essing equipment which includes an elec-
tronic digital computer; and

(iv) Punched card equipment whether
used in conjunction with or independent
of an electronic digital computer.

(3) Software means computer pro-
grams, procedures and associated docu-
mentation used to operate the hardware.

(4) Design and development means
the definition of system requirements,
detailing of system and program specifi-
cations, programing, and testing. This in-
cludes the use of hardware only to the
extent necessary for the design and de-

.. velopment phase.

(5) Installation means the integrated
testing of programs and subsystems, sys-
tem conversion, and turnover to opera-
tional status. This includes the use of
hardware only to the extent necessary for
the installation phase.

(6) Opera.tmns means the automated
processing of claims, payments, and re-
ports on a continuing basis. Operations
includes the use of supplies, software,
hardware, and personnel directly asso-
ciated with the ifumctioning of the
mechanized system.

(b) Federal financial wnarticipation.
(1) Effective,July 1, 1971, Federal finan-
cial participation is available at 90 per-
cent of expendifures in the administra-
tion of the plan under title XIX of the

. Social Security Act for design, develop-

ment, or 'installation of a mechanized
claims processing and information re-
trieval system which is likely to afford
more efficient, economical and effective
administration of the program and
which has received approval by the So-
cial and Rehabilitation Service. Such
approval shall be based upon a finding
by the Service that:

(i) The system meets criteria estab-
lished in program regulation guides

»
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issued by the Service and meets the fol-
lowing conditions:

(A) It is compatible with the clalms
processing and information retrieval sys-
tems utilized in the administration of
title XVIX for prompt eligibility verifica-
tion and for crossover claims for persons
eligible for both programs; and

(B) 1t supports the data require-
ments of professional standards review
organizations established under Part B
of title XX of the Act.

(if) The State agency agrees in writ-
ing that:

(A) The State will have all ownership
rights in software or modifications there-
of and assoclated documentation de-
signed, developed, or installed with 90
percent Federal financial participation
under this section, except that the De-
partment of Health, Education and Wel-
fare reserves a royalty-free, non-exclu-
sive, and irrevocable license to reproduce,
publish, or otherwise use, and to author-
ize others to do so, such software, modi-
fications, and documentation.

(B) Methods and procedures for prop-
erly charging the costs of all systems
whether acquired from public or private
sources shall be In accordance with Fed-
eral regulations in Part 74 of this title
and applicable Social and Rehabilitation
Service program regulation guides; and

(C) The complete system designed, de-
veloped, or installed, or hardware ac-
quired, with Federal financial participa-
tion under this regulation will be used
for a period of time which is consistent
with the advanced planning documenta-
tion, as approved, or which the Service
determines is sufficient to justify the
Federal funds invested.

(D) Information in the system will be
safeguarded in accordance with the
regulations of the Service.

(2) Effective July 1, 1971, Federal fi-
nancial participation is available at 75
percent of expenditures in the adminis-
tration of the plan under title XX of
the act for operations of a mechanized
claims processing and information re-
trieval system which has received ap-
proval by the Service. Such approval
shall be based upon‘’a finding by the
Service that:

(1) The system meets all the conditions
specified in paragraph (b) (1) (1) of this
section;

(i) The State agency agrees to the
conditions specified in paragraph (b) (1)
(ii) (B) and (C) of this section;

(ii1) The system with all its component
subsystems is operating or has been op-
erating, on a continuing basis as of the
date the claim for Federal financial par-
ticipation is made;

(iv) The system provides both patient
and provider profiles for utilization re-
view and program manggement pur-
poses; and

(v) The system provides prompt writ-
ten notice to each individual who is fur-
nished services covered by the State plan
of the specific services so covered, the
name of the provider furnishing the
services, the date or dafes on which the
services were furnished, and the amount
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of the payment or payments made under
the plan on account of the services.

(3) Access to the system in all of its
aspects, Including design, development,
and operation, including work performed
by any source, and including cost records
of contractors and subcontractors, shall
be made available by the State at inter-
vals deemed necessary by the Service to
determine whether the condifions for
approval are being met and to determine
its efficiency, economy and effectiveness.
Failure to provide for full access by ap-
propriate State and Federal representa~
tives to all parts of the system shall re-
sult in termination of payments for
Federal financial participation for the
system.

(4) Approvals of systems by the Serv-
ice under the provisions of this section
will be undertaken only as a result of
iSnlzate applcations for increased match~

.

(Sec. 1102, 49 Stat. 647 (42 U.S.C. 1302))

Effective date: This regulation shall be
effective May 20, 1974. Federal financial
participation will be retroactive to July 1,
1971, as provided by section 235 of P.I.
92-603.

(Catalog of Federal Domestic Assistance Pro-
gram) No. 13.714, Medical Assistance Pro-
gram).

Dated: February 4, 1974.

Jases S. Dwicar, Jr.,
Administrator, Sacial and
Rehabilitation Service.
Approved: May 8,1974.
CaspAR W. WEINBERGER,
Secretary.
[FPR Doc.T4-11462 Piled 5-17-74;8:45 am]

Title 50—Wildlife and Fisheries

CHAPTER I—BUREAU OF SPORT FISH-
ERIES AND WILDLIFE, DEPARTMENT OF
THE INTERIOR

PART 32—HUNTING
Aransas National Wildlife Refuge, Texas

The following special regulation is
issued and is effective May 20, 1974.

§ 32.32 Special regulations; big games;
for individual wildlife refuge areas.

TEXAS
ARANSAS NATIONAL WILDLIFE REFUGE

Public hunting of deer and wild hogs
on s portion of the Aransas National
wildlife Refuge, Texas, with bow and
arrow is permitted from noon Septem-
ber 26 through September 30, October 4
through October 7, and October 11
through October 14, 1974. That portion
open to hunting is designated by signs
and delineated on maps available at
refuge headquarters near Austwell,
Texas and from the Reglonal Director,
Bureau of Sport Fisheries and Wildlife,
P.0O. Box 1306, Albuquerque, New MexIco
87103. Hunting shall be in accordance
with applicable State hunting regula-
tions subject to the following special
conditions:

z
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(1) A baglimit of three (3) deer, either
sex, no more than 2 bucks, may be taken
by each hunter. There is no limit as to
the number of wild hogs that may be
taken. B

(2) All hunters must check in and oub
of the hunting area at the refuge en-
trance on Texas Farm Road 2040.

(3) A valid 1974~75 State of Texas
hunting license is required of each par-
ticipant.

(4) All hunting arrows must bear the
name and address of the user in & non-
water-soluble medium. h

(§) No target or field arrows are per-
mitted on the refuge.

(6) Shooting at, or of other wildlife
species on the refuge other than deer or
wild hogs is prohibited.

(‘7) All motor vehicles must travel only
on the shell surfaced roads or desighated
trails of the refuge.

(8) No deer may be removed from the
refuge without a metal transportation
seal being attached to the carcass by a
refuge officer.

(9) In the event of an early arrival of
any whooping cranes, the refuge or any
portion thereof may be immediately
closed to hunting. .

The provisons of this special regula-
tion supplement the regulations which
govern hunting on wildlife refuge areas
generally which are set forth in 50 CFR
Part 32 and are effective through Octo-
ber 14, 1974. :

E. P. JOHNSON,
Refuge Manager, Aransas Na-
tional Wildlife Refuge, Aust-
well, Texas,
May 3, 1974.

[FR Doc.74-11449 Filed 5-17-74;8:45 am]

Title 10—Energy
CHAPTER H—FEDERAL ENERGY OFFICE

PART 212—MANDATORY PETROLEUM
: REGULATIONS

Puerto Rico
I. INTRODUCTION

On Maxrch 18, 1974, the Federal Energy
Office issued a notice of “proposed price
regulation and public hearing,” to an-
nounce that it would receive written com-
ments and hold a public hearing in San
Juan, Puerto Rico with respect to its
price regulations in Puerto Rico (39 FR
10454, March 20, 1974). On March 26,
1974, a “further notice of proposed price
regulation and public hearing” was is~
sued by FEO, which specified the dates
for the hearing as April 8 and 9, 1974 (39
FR 11514, March 27, 1974). .

Hearings were held on April 8 and 9,
1974, and on May 6, 1974, the FEO is-
sued o press release to announce its de-
termination in this proceeding to treat
all entities of mainland United States
rvefining firms that operate in Puerto
Rico as refiners under the FEO price
regulations, ‘This means that in deter-
mining selling prices, these entities must
average the cost of the petroleum prod-
ucts they purchase in Puerto Rico with
all other product costs of the mainland
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firms of which they are a part. The
higher costs of the products purchased
in Puerto Rico—which are all refined
from foreign crude oil, which is exempt
from U.S. price confrols—cannot be
passed through directly in the prices
charged in Puerto Rico.

The background of this proceeding and
some of the Issues it raised are as
follows.

Certain refiners on the mainland
United States, which are subject to the
general price regulations of the FEO
for refiners, also own, control or are oth-
erwise affiliated with enfities which op-
erate in Puerto Rico. - , .

Certain of these entities operating in
Puerto Rico purchase the products they
sell in Puerto Rico from Commonwealth
Oil Refining Company, Inc. (CORCO)
and/or from Gulf Oil Company, both of
which gperate refineries in Puerto Rico.

CORCO refines all foreign source crude
oil which is exempt from price regulation
and is not affilisted with any mainland

U.S. refiner. Its products are therefore-

being sold at generally higher prices than
the prices charged by refiners which use
both foreign crude oil and domestic crude
oil, which is subject to price regulation.
'Thus, if the entities of a refiner operat-
ing in Puerfo Rico were to be treated
separately under the price regulations as
“resellers,” the prices charged in Puerto
Rico would generally reflect the higher
prices of exempt crude oil, whereas, by
treating them as part of their affiliated
mainland TU.S. refiners, the prices
charged in Puerto Rico will generally re-
flect the lowér average price of all crude
oil, both domestic and foreign, of those
refiners.

The FEO amended its regulations on
March 18, 1974, to make clear that the
Puerto Rican entities of mainland U.S.
refiners would be subject to the price
regulations applicable to refiners until
a, determination was made in this pro-
ceeding as to whether such treatment
is appropriate.

II. THE COMMENTS OF THE INTERESTED
PARTIES

The following interested parties partic-
ipated in this proceeding by filing writ-
ten comments, by making oral presenta-~
tions, or both: The Commonwealth of
Puerto Rico, by Federico Hermandez
Denton, Secretary of the Department of
Consumer Affairs, and by Teodoro Mos-
€0s0, Administrator of the Economic De-
velopment Administration; Common-
wealth Oil Refining Company, Inc.
(CORCO), which operates its only re-
finery in Puerto Rico, and sells gasoline
to various marketing companies in
Puerto Rico; Caribbean Gulf Refining
Corp., which operates a refinery in
Puerto Rico and is a wholly owned sub-
sidiary of Guif Oil, and Gulf Petroleum,
S.A., which is a marketing company in
Puerto Rico, and which 1is also 2 wholly
owned subsidiary of Gulf Oil; Arco
Caribbean, Inc., which is g marketing
company in Puerto Rico and is wholly
owned subsidiary of Atlantic Richfield
Company; Esso Standard ©Oil, S.A.,
Limited and Esso Standard Oil Company

(Puerto Rico), both of which are market-
ing companies in Puerto Rico and are
wholly owned subsidiaries of Exxon:
Compdfiia Petrolera Chevron, Inc., which
is & marketing company in Puerto Rico
and is a wholly owned subsidiary of
Standard Oil Company of California?
‘Texaco Puerto Rico, Inc., which is o
marketing company in Puerto Rico and
is a wholly owned subsidiary of Texaco,
Inc.; Mobil Oil Caribe Inc., which iz a
marketing company in Puerto Rico and i3

-2 wholly owned subsidiary of Mobil Oil

Corporation; The Shell Compony
(Puerfo Rico) Limited, which is o mar-
keting compeany in Puerto Rico and iz
99.9 percent owned by The Shell Petro-
leum Company Limited, an English Com-
pany; The Shell Oil Company, o Dela-
ware Corporation, which does not have
any direct or indirect interest in The
Shell Company (Puerto Rico), and the
stock of which is approximately 30 per-
cent publicly held and 70 percent owned
by Shell Petroleum N.V., a Netherlands
company, (The stock of Shell Petroleum,
N.V. is owned 60 percent by Royal Dutch
Petroleum Company, The Hague, Nether-
lands, and 40 percent by the “Shell”
Transport and Trading Company, Lim-
ited, London, England. The “Shell”
Transport and Trading, Limited, London,
England, owns indirectly, The Shell
Company (Puerto Rico)): The Associa-
tion of Gas Retailers of Puerto Rico, by
Efrian Reyes, President; and the Federa-
tion of Gasoline Retailers of Puerto Rico,
by Heriberto Torres Vazques and by
Orlando Vargas.

The marketing entities of mainland
U.S. refiners operating in Puerto Rico
generally urged that the traditional and
historical approach to pricing petroleum
products in Puerto Rico is based on the
use of foreign source crude oil and on
the pricing of products produced from
that oil under & Caribbean price struc-
ture. They further urged that ony at-
tempt to establish & different prige strue-
ture would involve subsidies from the
mainland, and would result in an econo~
mic incentive to abandon operations in
Puerto Rico because the Puerto Rican
market would no longer be a profit cen~
ter. As further support for the argu-
ment that Puerto Rico should be treated
separately, some marketing companies
pointed out that the logistics of supply
required a Latinn American or Caribbean
source of supply, that Puerto Rico i3
identified with the Latin Ameticon aven
for marketing purposes, that Puerto Rico

“has & unique semi-autonomous relation-

ship with the United States, which re«
sults in a separate tax jurisdiction, and
that the U.S. import quota system, under
which the refining industry in Puerto
Rico operates, recognizes that Puerto
Rico relies on foreign source crude.
The further point was made, with re-
spect to Puerto Rico’s separate tax status,
that under the refiner pricing rule, the
cost increases incurred in Puerto Rico
would be recovered in large part by the
prices charged on the mainland and os
& result, the net income of the mainland
company would increase and be subject
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to the Federal corporate Income tax,
which it is not subject to in Puerto Rico.

One-of the marketing entities operat-
ing in Puerto Rico (Arco), stated that
price regulation as a refiner was prefer-
able because it would lead to a more
orderly marketing situation, which,
would benefit consumers and the
industry. . .

The Commonwealth of Puerfo Rlico
urged that the refiner price rule be ap-
pled in PuertoRico. The Commonwealth
stated that the lower prices that result
from the refiner price-rule are essential
to the economy of Puerto Rico. The ad-
verse impact on the economy of Puerto
Rico resulting from the increased prices
of foreign crude oil has been particu-
larly severe, since the island is depend-
ent on petroleum for 99 percent of its
energy requirements, all of which is of
foreign origin. The Commonwealth esti-
mated that the increased prices of crude
oil would result in a total impact on its
economy in 1974 of over $300 million In
Increased costs to consumers for gaso-
line, electricity, and other fuels, based on
the refiner price rule, and an additional
$144 million for gasoline and diesel fuel
if the reseller rule were to be applied.

The Government further urged that
- the economy of Puerto Rico, which is
heavily dependent on imports, has a Iow
per capita income and high rates of in-
flation and unemployment.

All of the marketing companies as-
serted that, whichever price rule Is to be
appled, adjustments to thelr May 15,

. 1973 prices were needed because of the

wnusually small margins in effect on
that date. These small margins resulted
from the price controls of the Puerto
Rican government which were then in
effect, but which were subsequently
modified to restore margins to approxi-
mately thelr historical levels.

IIT. CONCLUSIONS

The FEO has concluded that the re-
finer price rule should be applied in
Puerto Rico. The foremost consideration
In this regard is the adverse impact that
the reseller rule would have on the
economy of Puerto Rico.

The Emergency Petroleum Allocation
Act of 1973 included Puerto Rico in the
allocation and price regulation system
contemplated by the Act, and the need
{to maintain “equitable” prices for petro-
leum products in Puerto Rico is partic-
ularly acute in view of the nature of the
Puerto Rican economy.

Although Puerto Rico does have a
semi-autonomous governmental status,
the fact that 1t has been Included in the
definition of the United States under the
Emergency Petroleum Allocation Act of
1973 means that the averaging of costs
in Puerto Rico with costs in the main-
land United States cannot properly be
regarded as & subsidy, any more than
the averaging of costs with respect to ons
state where costs are high with those of

_another state where costs are low can be
regarded as a subsldy from one state to
another. :

‘The FEO recognizes, however, that the
differing treatment of Puerto Rico under
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the tax laws of the United States results
in subjecting increased product coet re-
coupment revenues to Federal corporate
income taxes in the mainland United
States, which would not be subject to
such taxes in Puerto Rico. The FEO has
concluded, however, that the public
policy expressed in the Emergency Petro-
Jeum Allocation Act of 1973, together
with the consistent United States policy
of promoting the Puerto Rican economy,
favors the conclusion reached here. The
tax consequences on each marketing
company will vary, depending on its tax
situation, and FEO will cooperate with
the affected companies in trying to re-
solve tax problems resulting from this
declsion.
The comments of the marketing com-
panies were uniform in urging that some
-adjustment in their May 15, 1973
margins was needed, and the FEO has
found that an adjustment should be
made, and that the January 15, 1974
margins, which is the date the FEO reg-
ulations became applicable in Puerto
Rico, are appropriate. Accordingly, law-
Iul base prices for firms in Puerto Rico
which sell at the wholesale level to retall
sales outlets and which are wholly
owned, directly or indirectly, by main-
land United States refining firms shall be
the weighted average cost of products
purchased on May 15, 1973, plus the
January 15, 1974 margin on those prod-
ucts plus the amount of increased prod-
uct cost allocated to the products under
t(.he refiner’s price formulas of § 212.83
c).
Increased product costs incurred in
“Puerto Rico after January 15, 1974, and
through April 30, 1974, which have not
been recouped in revenues from sales in
Puerto Rico through May 30, 1974 and
which have not been previously included
under the “B” or “G" factors of the
refiner’s price formulse, may be Included
under the “G"” factor as unrecouped in-
. creased product costs when the costs are
calculated for the month of May, 1974,
to determine lawful base prices for June,
1974, Tncreased product costs incurred in
Puerto Rico during the month of May,
1974, may also be included in the re-
finer’s price formulae, under the “B" fac-
tor, when the costs are calculated for the
month of May, 1974, (the month of meas-
urement), to determine lawful base
prices for June, 1974 (the current
month), and increased product costs
should thereafter be taken into account
in the refiner’s price formula on current
basis, The amount of unrecouped in-
-creased product costs in Puerto Rico for
each product shall be the welghted aver-
age unit cost of the product sold.during
the perlod of January 15, 1974
April 30, 1974, plus the January 15, 1974
margin on that product, multiplied by
the volume of the product sold during
the perlod, less the revenues received on
sales of the product during the period of
January 15, 1974 through May 30, 1974,
As noted above, Shell (Puerto Rico) is
not owned, directly or Indirectly by &
mainland United States refiner, Accord-
ingly, it must be treated as a reseller
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under the price regulations and per-
mitted to pass through its increased
product costs in the form of increased
prices. In order to avold the potentially-
disruptive and chaotic effects in the mar-
ketplace of having one marketer with
prices substantially in excess of those of
the other marketers, FEO has defer-
mined that it Is necessary to require
CORCO to adjust its prices to Shell
(Puerto Rico) downward, and to permit
CORCO to make an upward adjustment
in the prices it charges to its other cus-
tomers, so that it will continue to oblain
a dollar-for-dollar pass through of ifs
increased product costs.

The selling price to Shell (Puerfo
Rlco) by CORCO for each product dur-
ing each month shall be the welghted
average price at which CORCO’s prod-
ucts are currently being sold by market-
ers in Puerto Rico other than Shell
(Puerto Rico), less the January 15, 1974
margin of Shell (Puerto Rico) on that
product. The total number of dollars that
CORCO would otherwise have recotped
through sales to Shell (Puerto Rico) at
prices determined under the refiner’s
price formulae may be applied equally
to the prices charged during the same
month in sales to purchasers other than
Shell (Puerto Rico).

Under the reseller price rules, and
with an adjusted margin, the lawful base
price that may be charged by Shell
(Puerto Rico) shall be the welghted
average cost.of the product in inven-
tory on May 15, 1973, plus the January
15, 1974 margin of Shell (Puerto Rico)
on that product, plus increased product
costs (the difference between current
welghted average unit cost of the prod-
uct in inventory and the May 15, 1973
welghted average unit cost of the prod-
uct in inventory), plus an amount to re-
coup increased product costs which were
not recouped between January 15, 1974
and May 15, 1974, but not including any
price increases pursuant to § 212.93(b).

The amount permitted to be added by
Shell (Puerto Rico) for unrecouped costs

in determining its Iawful base prices
shall be the total number of dollars of
unrecouped Increased product costs for
each product, as defined below, which
shall be equally appHed to the total vol-
ume of each product estimated to be sold
between May 15, 1974, and February 28,
1975. The unrecouped increased product
costs for each product shall be the
welghted average unit cost of the prod-
uct sold during the perlod of January
15, 1974 through May 15, 1974, plus the
January 15, 1974 margin of Shell (Puerfo
Rico) on that product, multiplied by the
volume of the product sold dixing that
period, less the revenues received on
sales of the product during the period.
1991:25_“(1 in Washington, D.C. on May 16,
Wirrax N, WALKER,
General Coxnsel,
Federal Energy Office.
[PR Doc.14-11616 Piled 5-168-T4;3:29 pm]
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[RULING 1974-11]
APPENDIX—FEO RULINGS
“NEW"” AND “RELEASED" CRUDE OIL
Current Free Market Price Under § 212.74

FACTS. Firm A, a producer, produced
8,170 barrels of a single'grade of crude
oil from a particular property in April,
1974. The base production control level
for that property for the month of April
is 6,420 barrels, The celling price under
§ 212,73 for the base production control
level crude ol is $4.10 per barrel and its
free market price is $9.25 per barrel. The
free market price is the price being paid
in the open market for substantial quan-~
tities of that grade and quality of im-
ported crude oil or so-called “stripper-
well” crude oil,

Firm A receives an offer from Firm B
to purchase its April production of 8,170
barrels of crude oil at an average price
of $9.00 per barrel. This price is based
upon & price of $15.82 per barrel for
1750 barrels of “new” crude petroleum
priced under § 212.74(a) and a price of
$15,82 per barrel as the ‘“current free
market price,” to be applied in the for-
mula of § 212.74(b). -0

ISSUE. Is Firm B’s offer a “bona fide

RULES AND REGULATIONS

offer * -* * to buy such crude oil at a
lawful price,” within the meaning at
§211.64(a) ¢

_ RULING, No. Firm B's offer is not a
bona fide offer to buy at a lawful price
because it makes use of an artifically
high “cwrrent free market price” in
order to obtain all of Firm A’s produc-
tion at an average price per barrel that

- approaches the current free market

price for all of Firm A’s production of
8,170 barrels, even though Firm A only
produced 1,750 barrels of “new” oil.
Section 212.74 was intended to provide
an incentive for increased production by
permitting the amount of production in
excess of the base production control
level (“new” oil) to be sold at free mar-
ket prices, and, in addition, to permit
& portion of the base production control

-level crude oil that is equivalent to the

amount of “new” oil also to be sold at
free market prices. The formula of

" §212.74(b) was intended to spread the

increased price of this amount of crude
oil ‘equivalent to the amount of “new”
oil, which is permitted to be sold at free
market prices, across the entire volume
of base production control level crude
oil sold during the month. It was not in-
tended to-permit all base production
control level crude oil to be sold at free
market prices. ' ;

h v

Use of an artificially high “current
free market price” for “new” oil and in
the formula of §212.74(b) constitutes

-an attempt to evade the price limitations

of § 212.73 applicable to crude oil, (other
than “new” and “released” crude oil)
and to obtain an unlawful price, and
would be contrary to § 210.62(c), which
provides, in part, that “Any practice
which constitutes a means to obtain a
price higher than is permitted by the

_regulations in this chapter . . . is a vio-

lation of these regulations.”

Accordingly, the purpose of this ruling
is to msake clear that the “current frece
market price” for purposes of § 212.74
(a) “new” oil, and for use in the formula
of § 212.74(b), 1s the price being pald for
substantial quantities of that grade and
quality of crude oil, from the mnearest
fleld, in the open market in sales not
subject to price controls, but not includ-
ing any sales involving crude oil priced
pursuant to the price formula of § 212.74
(b). Use of any higher “current free
market price” will be treated as & viola~
tion of the price regulations of § 212,73
and § 210.62(c).

WiLLIAM N, WALKER,
General Counsel,
Federal Energy Office.

May 16, 1974.
[FR Doc.74-1166€ Filed 5-17-74;8:46 am])

FEDERAL REGISTER, VOL. 39, NO. 98-—MONDAY, MAY 20, 1974



proposedrules

17767

This section of the FEDERAL REGISTER contalns notices to the public of the proposed issuancs of rules and regufations. The purpose of
thess notices is to give Interested persons an opportunity to particlpate In the rulemaking prior to the adoption of the final rules.

-

“DEPARTMENT OF AGRICULTURE
* Agricultural Marketing Setvice
[7CFRPart918]
FRESH PEACHES GROWN IN GEOCRGIA

Proposed Expenses and Rate of
Asséssment for FY 1974-75

This notice invites written comment
relative to the proposed expenses of
$10,800 and rate of assessment of $0.02
per bushel basket of peaches (nef weight
of 48 pounds), or an equivalent of
peaches in other containers or in hulk,
to support the activities of the Industry
Committee for the 1974-75 fiscal period
under Markefing Order No. 918.

Consideration is being given to the
following proposals which were sub-
mitted by the Industry Committee, es~
tablished under the marketing agree-
ment{, as amended, and Order No. 918, as
amended (7 CFR Part{ 918), regulating
the handling of fresh peaches grown in
the Stafe of Georgis, effective under the
Agricultural Marketing Agreement Act of

- 1937, as amended (7 U.S.C. 601674, as

the agency to atdminister the terms and
provisions thereof:

(1) That expenses that are reasonable
and necessary to be incurred by the In-

- dustry Committee during the perlod

March 1, 1974, through February 28,
1975, will amount to $10,800.
. (2) That rate of assessment for sald

period, payable by each handler in ac~
cordance with §918.41, is fixed at $0.02
per bushel basket of peaches (net welght
of 48 pounds), or an equivalent of
peaches in other containers or in bulk.

Al persons who desire to submit writ-
ten data, views, or arguments in connec-
tion with the aforesald proposals shall
file the same, in quadruplicate, with the
Hearing Clerk, United States Depart~
ment of Agriculture, Room 112, Adminis~
fration Building, Washington, D.C.
20250, not Iater than June 7, 1974, All
written submissions made pursuant to
this notice will be made avallable for
public inspection at the office of the
Hearing Clerk during regular business
hours (7 CFR 1.27().

-Dated: May 15, 1974,

CHARLES R. BRADER,
Deputy Director, Fruit and Veg~
etable Division, Agricultural
Marketing Service.
[{FR Doc.T4-11451 Filed 5-17-74;8:45 am]

Agricultural Stabilization and Conservation
Service

[ 7 CFR Parts 728, 1421 ]

1975 WHEAT SET-ASIDE, LOAN AND
PURCHASE PROGRAMS

Proposed Determinations Relative to Set-
Aside, Loan Rates, Payments and Pro-
gram Operating Provisions for 1975

Notice is hereby given that the Secre-
tary of Agriculture proposes to make de-
terminations and issue regulations rela-
tive to (a) whether there should be &
set-aside requirement for wheat for the
1975 crop; and, if 50, the extent of such
requirement; (b) whether there should
be a provision for additional diversion for
the 1975 crop and, if so, the extent of
such diversion and pasyment rate there-
for; (c) the loan level for the 1975 crop
of wheat, including commodity eligibil-
ity and storage requirements; (d) and
other related provislons necessary to
carry out the loan and purchase program
and the set-aside program.

The determinations are to be based on
the following considerations:

(a) Whether there should be a set-
aside requirement for wheat for the 1975
crop. Section 379b(c) (1) of the Agri-
cultural Adjustment Act of 1938, as
amended, requires that the Secretary
shall provide for s set-aslde of cropland
if he determines that the total supply
of wheat or other commodities will, in
the absencs of such 8 set-aside, likely

-be excessive, taking into account the

need for an adequate carryover to main-
tain reasonable and stable supplies and
prices and to meet & national emergency.

If a set-aside of cropland is in effect,
then, as & condition of eligibility for
Ioans, purchases, and payments author-
ized by section 107(c) of the Agricul-
tural Act of 1949, the producersona farm
must set aside and devote to approved
conservation uses an acresge of cropland
equal to such percentage of the wheat al-
lotment for the farm as may be specified
by the Secretary.

(b) Whether there should be a provi-
sion for additional diversion and, if so,
the extent of such diversion and the
payment rate therefor. Section 379b(c)
(2) of the Agricultural Adjustment Act
of 1938, as amended, provides that fo

tary may make land diversion payments,
In addition to ths payments authorized
by sectlon 107¢(c) of the Agricultural Act

of 1949 to be made for required diversion,
to producers on a farm who, to the extent
prescribed by the Secretary, devote toap~
proved conservation uses an acreage of
cropland on the farm in addition to that
required to be so devoted under the reg-
ular program. The land diversion pay-
ments for a farm shall be at such rate
or rates as the Secretary determines to
be falr and reasonable, taking info con-
sideration the diversion undertaken by
the producers and the productivity of the
acreage diverted. The Secretary is re-
quired to limit the total acreage to be
diverted under agreements in any
county or local commumity so as not to
affect adversely the economy of the
county or local community.

(c) Loan and purchase program and
rafe. Section 107 of the Agricultural Act
of 1949, as amended, provides that loans
and purchases of each crop of wheat shall
be made available at such Ievel as the
Secretary determines appropriate, fak-
ing into consideration competifive world
prices of wheat, the feeding value of
wheat in relation to feed grains, and the
level at which price support is made
avalilable for feed grains: Provided, That
in no event shall such level be in excess
of the parity price for wheat or less than
$1.37 per bushel.

(@) Other related provisions necessary
2o carry out the loan and purchase pro-
gram and the set-aside program for 1975
including but not limited to determina-
tions such as (1) whether substitution
should be permitted and, if so, the extent
of such substitution, (2) whether to per-
mit haying and grazing and/or alternate
crops on set aside acreage if it is de-
termined that set aside Is meeded, (3)
the terms and conditions under which
haying and grazing and/or alternate
crops will be allowed and (4) such other
provisions as may be necessary fo carry
out the program.

Prior to making any of the foregoing

determinations consideration will be
given to any data, views and recom-
mendations relative fo these determina-
tions which are submitted in writing to
the Director, Grain Division, Agricultural
Stabllization and Conservatlon Service,
U.8. Department of Agriculture, Wash-
ington, D.C. 20250. In order to be sure
of consideration, all submissions must be
recelved by the Director on or before

June 19, 1974, All written submissions
mads pursuant fo this notica will be
made available for publc spection at
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the office of the Director during regular
business hours (8:15 a.m. to 4:45 p.m.).

Siened at Washington, D.C., on May
13, 1974, N
° GLENN A, WEIR,
Acting Administrator, Agricul-
tural Stabilization and Con-
servation Service.

[FR Doc.74-11487 Filed 5-17-74;8:45 am]

COmmoditﬁ Credit Corporation
[7 CFR Part 14211]

1975 WHEAT SET-ASIDE, LOAN AND
PURCHASE PROGRAMS

Notice of Proposed Determinations Rela-
tive to Set-Aside, Loan Rates, Payments
:inc7|5Program Operating Provisions for

9 -

Cross REerereNce: For a document
concerning loan and purchase programs
for 1975 wheat set-aside, and filed jointly
by the Commodity Credit Corporation
and the Agricultural Stabilization Serv-
ice, see FR Doec. 74-11487, supra.

‘DEPARTMENT OF
TRANSPORTATION

National Highway Traffic Safety
> Administration

[ 49 CFR Part571 ]
[Docket No. 74-21; Notice 1]
MOTOR VEHICLE SAFETY STANDARDS
Windshield Zone Intrusion

The purpose of this notice is to pro-
pose & new motor vehicle safety stand-
ard that would regulate the intrusion of
vehicle parts outside the occupant com-
partment into a defined zone in front of
the windshield during a frontal barrier,
crash test, .

A notice published August 31, 1972 (37
FR -17763), proposed a standard that
would prohibit penetration of the pro-
tected zone by any part of & vehicle out-
side of the occupant compartment dur-
ing a 30-mph frontal impact into a fixed
barrier. Comments were submitted in re-
action to the proposal and on the basls
of all iInformation gathered. The NHTSA
has concluded that certain aspects of the
initial proposal should be revised.

Objections were raised by a number
of commenters to the requirement that
no part of the vehicle outside of the oc-
cupant compartment; enter the protected
zone or contact the windshield other
than windshield molding and compo-
nents normally in contact with the wind-
shield. Toyota, Chrysler, Ford, Jeep,
Rolls Royce, International Harvester,
American Motors, and Japan Automo-
bile Manufacturers” Association com-
mented that prohibition of entrance into
the protected zone or contact with the
windshield by parts of the vehicle such
as chips of paint, glass, and other small
particles is unrealistic as these materials
do not represent a danger to the vehicle
occupants if they enter the zone and im-
pact the windshield opening with s

-

PROPOSED RULES

limited amount of force. The difficulty
of deteeting the intrusion of these parti-
cles into the protected zone was also
pointed out. The commenters requested
that this aspect of the proposed standard
be revised to allow penetration of the
protected zone  and contact with the
windshield opening by vehicle fragments
during the crash test. Chrysler and
General Motors argued that contact by
vehicle parts with the windshield open-
ing ‘should be allowed in areas outside
of the protected zone.

The NHTSA has found that the posi-
tion asserted by the commenters has
merit. The previously proposed require-
ment forbidding any intrusion into the
protected zone appears to be more strin-
gent than necessary to accomplish the
level of vehicle occupant safety desired.
Particles capable of no more than one-
quarter inch penetration into a Styro-
foam template during a 30-mph frontal
barrier crash have been found to repre-
sent no danger to vehicle occupants.
Utilization of the Styrofoam template in

- the test procedure would have the ad-

vantage of assuring reliable test results.
Intrusion into the protected zone would
be easily ascertainable as the vehicle
parts would either dent the material or
become embedded in it. In order to pro-

‘vide a more realistic performance re-

quirement, therefore, it is proposed that
a Styrofoam template in the shape of the
protected zone be affixed to the wind-
shield prior to the barrier collision. It
would be réquired that no vehicle parts
penetrate the Styrofoam during the bar-
rier crash by more than one-quarter
inch., The template would be cut or
folrlmed from Styrofoam type DB, cub
cell, . )

Responding to the requests made by
Chrysler and General Motors, the NHT
SA has tentatively determined that con-
tact with the windshield opening-in the
area below the protected zone would not
diminish the safety intended to be af-
forded to vehicle occupants by this
standard. That area of the windshield
has not been found susceptible to occu~
pant impact and thus, prohibition of the
entrance of vehicle parts into that vi-
cinity i1s not demanded. It is therefore
proposed that during the 30-mph frontal
barrier crash test, contact by vehicle
parts outside of the occupant compart-
ment with the windshield opening below
the protected zone be allowed if the inner
surface of that portion of the windshield
is not penetrated.

A number.of comments focused on the
preseribed procedure for defermining the
lower edge of the protected zone. They
objected to that part of the requirement
specifying the application of a 90-pound
Torce to the sphere used to ascertain the
boundary. The NHTSA has tentatively
concluded that a revision of the proce-
dure would ensure more repeatable test
results. It is proposed that no force other
than gravity be exerted on the sphere
in defining the lower edge of the pro-
tected zone. The sphere would be rolled
along the windshield-instrument panel
interface, and the line created by the

Jocus of points contacted would be trang-
lated one-half inch downward along the
windshield and then projected onto the
exterior surface of the windshield glezing
material. It has been determined that
this procedure will not alter the area cov-
ered by the currently proposed protected
zone in a way that would reduce the de
sired degree of safety.

In light of the above, it is proposed
that 49 CFR Part 571 be amended by
the addition of 2 new standard to read
as set forth below.

Interested persons are invited to sub-
mit comments on the proposal, Com«
ments should refer to the docket number
and be submitted to: Docket Section,
National Highway Traflic Safety Admin-
istration, Room 5108, 400 Seventh
Street SW., Washington, D.C. 20590, It
is requested but not required that 10
copies be submitted.

All comments received before the close
of business on the comment closing date
indicated below will be considered, and
will be available for exsmination in the
docket at the above address both before
and after that date. 'To the extent possi-
ble, comments filed after the closing date
will also be considered. However, the
rulemaking action may proceed at any
time after thet date, and comments re-
ceived after the closing date and too late
for consideration in regard to the action
will be treated as suggestions for future
rulemaking, The NHTSA will continue
to file relevant material as it becomes
available in the docket after the closing
date, and it is recommended that inter-
ested persons continue to examine the
docket for new material,
< Comment closing date: July 1, 1074,

Proposed effective date: Passenger
cars—September 1, 1975. Multipurpose
passenger vehicles, trucks, and buses
with GVWR of 10,000 pounds or less—
September 1, 1976.

- (Secs. 103, 119, Pub. L. 89-563, 80 Stat, 718

(15 U.S.C. 1392, 1407); delegations of nuthor<
ity at 40 CFR 1.61 and 501.8.)

Issued on May 10, 1974,

ROBERT L. CARTER,
Associate Administrator,
Motor Vehicle Programs.

§ 571..-." Standard No. ...; windshicld
zone intrusion,

S1. Scope. This standard specifies
limits for the displacement into the
windshield area of motor vehicle coms-
ponents during a crash,

S2. Purpose. The purpose of this stand-
ard is to reduce crash injuries and
fatalities that result from occupants con-
tacting vehicle components displaced
near or through the windshield.

83. Application. This standard applies
to passenger cars, end to multipurpose
passenger vehicles, trucks and buses of
10,000 pounds or less gross vehicle welght
rating. However, it does not apply to for-
ward control vehicles.

S4. Definitions. “Windshield Opening”
means the outer surface of the wind-
shield glazing material,

S5. Requirements. When the vehicle,
traveling longitudinally forward at sny

S
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speed up to and including 30 mph, im-
pacts a fixed collision barrier that is per-
pendicular to the line of travel of the
vehicle, under the conditions of S7, no
part of the vehicle outside the occupant
compartment shall penetrate the pro-
tected zone template affixed according
to S6 to a depth of more than one-quarter
inch, and no such part of a vehicle shall
penetrate the inner surface of that por-
tion of the windshield below the pro-
tected zone defined in S6.

S6. Protected zone template.

S6.1 The lower edge of the protected
zone is defermined by the following pro-
cedure (see Figure 1).

(a) Place a 6.5-inch diameter rigid
sphere in & position such that it simul-
taneously contacts the inner surface of
the windshield glazing and the surface
of the instrument pa.nel including pad-
ding. If any accessories or equipment
such as the steering control system ob-
struct positioning of the sphere, remove
them for the purposes of this procedure.

(b) Draw the locus of points on the
inner surface of the windshield contact-
able by the sphere across the width of the
instrument panel. From the outermost
contactable points, extend the locus line
horizontally to the edges of the glazing
material.

(¢) Draw a line on the inner surface
of the windshield below and one-half
inch distant from the locus line.

-(@) The lower edge of the protected
zone is the longitudinal projection onto
the windshield opening of the line deter-
mined in S6.1(c).

S6.2 The protected zone is the space
enclosed by the following surfaces, as
shown in Figure 1%

(a) The windshield opening in its
precrash configuration.

(b) The locus of points 3 inches out- .
ward slong perpendiculars drawn to each
point on the windshield opening.

(c) The locus of lines forming a 45°
angle with the windshield opening at
each point along the top and side edges
of the windshield opening and the lower
edge of the protected zone determined
in $6.1, in the plane perpendicular to the
edge at that point.

S6.3 A template is cut or formed from
Styrofoam, type DB, cub cell, to the di-
mensions of the zone as determined in
S6.2. The template is affixed to the wind-
shield so that it delineates the protected
zone and remains affixed throughout the
crash test.

S7. Test conditions.

S7.1 ‘The hood, hood latches, and any
other hood retention components are en-
gaged prior'to the barrier collision.

S7.2 Adjustable cowl tops or other
adjustable panels in front of the wind-
shield are in the position used under
normal operating conditions when wind-
shield wiping systems are not in use.

S73 The vehicle is loaded in the
manner specified by the applicable pro-
visions of $8.1.1 of Motor Vehicle Safety
Standard No. 208, with anthropomorphic
test devices placed and restrained as

~ specified in S4 and S5.1 of that standard.
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CROSS SECTION OF

LOWER BOUNDARY OF HORIZONTAL EXTENSION PROTECTED ZONE IN
WINDSHIELD PROTECTED BEYOND QUTERMOST TYPICAL VERTICAL
ZONE CONTACTABLE POINT LONGITUDINAL PLANE

r---}-v.{--

\
POINT OF CONTACT

BETWEEN SPHERE AND

INNER SURFACE OF
WINDSHIELD

FRONT VIEW

WINDSHIELD PROTECTED ZONE

SIDE VIEW

Figure 1
[FR D00.74-11429 Filed 5-17-74;8:45 am]

FEDERAL HOME LOAN BANK BOARD

[ 12 CFRPart 545 ]
{No. 74-419]

FEDERAL SAVINGS AND LOAN SYSTEM

Proposed Amendments Relating to Appli-
cations- by Federal Savings and Loan
Associations for Branch Offices, Mobile
Facilities or Satellite Offices -

May 13, 1974.

The Federal Home Loan Bank Board
considers it advisable to propose to
amend certain provisions in Part 545 of
the rules and regulations for the Fed-
eral Savings and Loan System (12 CFR
Part 545) which limit the number of
applications by the same Federal savings
and loan assoclation for permission to
establish branch offices (12 CFR 545.14),
mobile facilities (12 CFR 545.14-4) or
satellite offices (12 CFR 545.14-5) that
such Board will conslder and process at
the same time.

Under the present regulations the
Board considers and processes at the
same time multiple applcations for such
office facllities to the extent that the
State authorities in the State in which
the applcant’s home office 1s located
consider and process at the same time
more than one such application of the
same savings and loan assoclation, sav-
ings bank or similar institution, or com-
mercial bank of such State. However, the
Board does not consider and process such
multiple applications for such office fa-
cilities in certain States, such as Florida,
where commercial banks are not per-
mitted to operate branches but where a
comparable competitive sltuation to

.multiple office facilitles may exist be-

cause State authoritles and the Federal
Reserve Board consider at the same time
multiple applications by bank holding

companies to acquire commercial banks.

The proposed amendments provide in
substance that the Board will conslder
at the same time multiple applcations
for such office facllities of Federal asso-
clations whose home offices are located
in a State in which the State authorities
consider at the same time multiple ap-
plications of holding companies fo ac-
quire thrift institutions or commercial
baantat' having their home offices in such
State.

Accordingly, the Federal Home Loan.
Bank Board hereby proposes to amend
said Part 545 by revising §§ 545.14(b) (1)
(1), 545.14-4(b) (4), and 545.14-5(c) (5)
thereof to read as set forth below.

Interested persons are invited to sub-
mit written data, views, and arguments
to the Office of the Secrefary, Federal
Home ILoan Bank Board, 101 Indiana
Avenue, NW., Washington, D.C. 20552,
by June 19, 1974, as to whether this pro-
posal should be adopted, rejected, or
modified. Written material submitted
will be available for public inspection at
the above address unless confidential
treatment is requested or the material
would not be made available to the public
or otherwise disclosed under §505.6 of
the General regulations of the Federal
Home Loan Bank Board (12 CFR 505.6).

§ 545.14 Branch office-

» . - - »

(b) Eligibility. (1) Except as pro-
vided in paragraph (b)(2) of this sec-
tion, a Federal association shall be eligi-
ble to have an application for permission
to establish a branch office (Including

an applcation for a limited facilify
branch office) considered and processed
only if, at the date on which such appli-
cation is filed with the Board:

() The assoclation does not have on
file with the Board any other such appli-
cation, excluding any application as to

o
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which more than 4 months have elapsed
since the date of publication of notice
thereof; except that the limitations of
paragraph (b) (1) (1) shall not prohibit
the consideration and processing at the
same time of (a) both an application in
which the applicant proposes, under the
provisions of parsgraph (j) (1) of this
section, that the office applied for be &
limited facility branch office and an ap-
plication in which it does not so propose
or (b) more than one branch office or
more than one limited facility branch
office application of the same association
_to the extent that the appropriate State
authority of the State in which the ap-
plicant’s home office is located considers

and processes at the same time (1) more-

than one branch office” application or
more than one limited facility branch
office application of the same savings
and loan association, savings bank or
similar institution or commercial bank of
such State or (2) more than one appli-

~cation of the same savings and loan
holding company or bank holding com-
pany to scquire savings and loan asso-
clations or similar institutions or com-
mercial banks which have or will have
their home offices in such State.

§ 545.14~4 Mobile facility. -

F » - - s

(b) Eligibility. No application for per-
mission to establish a mobile facility by
a Federal association shall be considered
or processed, except to determine the
- pssociation’s eligibility under the pro-
vislons of this paragraph (), if, at the
date on -which such application is filed
with the Board:

v * - * - .

(4) The mssoclation has on file any
other application for permission to es-
tablish a mobile facility with respect to
which action by the Board is pending,
except that the association may have on
file more than one mobile facility appli-
cation tothe extent that the appropriate
State authority of the Statein which the
-applicant’s home office Is located permits
to0 be on file at the same time (1) more
than one mobile facility application of
the same savings and loan association,
savings bank or similar institution or

>
>

commercial bank of such State or () .

more than one application of the same
savings and loan holding company or
bank holding company to acquire savings
and loan associations or similar institu-
tions or commercial banks which have or
will have thelr home offices in suchs
State; or

= . ° * * .
§ 545.14-5 Satellite office.
- rs » * s

(c) Specific provisions. Each applica~ .

tion for permission to establish a satel-
1ite office will be considered or processed
pursuant to the provisions of this section.
Approval of such an application pur-
suant to this section will be subject to the
following provisions and any other con-
ditions, requirements, aud limitations
the Board may specify In a particular
cese: *
[ ] [ ]

om-

® . = .
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(5) A Federal assoclation may not op-
erate more than 5 satellite offices at any
one time, and may not file applications
for more than 2 such offices in any 12~
meonth period, except that a Federal as-
sociation may file in the same 12-month
period more than two satellite office ap-
plications to the extent that the appro-
priate State authority of the State in
which the applicant’s home office Is 1o~
cated permits to be on file at the same
time (1) more than two satellite office
applications of the -same savings and
loan association, savings bank or similar
institution or commercial bank of such
State, or (ii) more than two applica~
tions of the same savings and loan hold-
ing company or bank holding company
to acquire savings and loan associations
or similar institutions or commercial
banks which have or will have their of-
ficés in such State. An application which
has been disapproved shall be disre-
garded in determining compliance with
the preceding sentence,

- . * » .
(Sec. 5, 48 Stat. 132, as amended; 12 US.C.
1464, Reorg. Plan No. 3 of 1947, 12 FR 4981,

3 CFR, 194348 .Comp., p. 1071)

By the Federal Home Loan Bank
Board. .

[sEeaL] GREMLE L. Mi1rrarD, Jr.
Assistant Secretary.

[FR Doc.74-11486 Filed 5-17-74;8:45 am]

SECURITIES AND EXCHANGE
=~ .COMMISSION

[17CFRPart240]
[Release No. 34-10788]

REPORTING OF- MARKET INFORMATION
%lggRANSACTIONS IN LISTED SECURI-

Proposed Rulemaking

The Commission s publishing for pub-
e comment ‘a proposal to amend Rule
172-15 (17 CFR 240.17a-15) (the “Rule”)
under the Securities Exchange Act of
1934 The Rule provides for reporting of
prices and volume of completed transac-
tions with. respect to securities registered
on exchanges. The purpose of the amend~
ment, which would add & new paragraph
@ tothe Rule, is to establish procedures
for appeal to the Commission from cer-
tain actions which may be taken pur-
-suant to any composite tape plan de-
clared effective by the Commission under
the Rule. In this connection, the Com-
‘mission also is znnouncing today that it
‘has declared effective as of May 17, 1974
the consolidated tape plen Jjointly filed
on April 22, 1974 by the New York, Amer-
Ycan, Midwest, Pacific and PBW Stock
Exchanges and the National Association
of Securitles Dealers, Inc*® Although
various provisions of this plan state that
decisions of the Consolidated Tape As-

1Rule 17a-15 was originelly adopted on
November 8, 1972 (effective December 16,
1972) and was published in Securities Ex-
change Act Release No. 9850 (November -8,
1972).

3 s)ecuntiea Exchange Act Release No. 10787
(AMay 10, 1974).

soclation with respect to certain matters
will be subject to on appeal to the Com-
mission, the Commission presently hos
no applicgble rules and regulations for
any such petitions of appeal.

. 'The text of the proposed amendment,
which would be adopted pursuant to the
Lommission’s authority under the Scou-
rities Exchange Act of 1934 and in par-
ticular under sections 17(a) and 23(a) of
that Act, follows:

§240.17a-—1'5 Reporting of market in«
) formation. on transactions in listed
securities.

£ - » L] [ 2

() (1) Any person (including but not
limited to registered natlonal securitics
exchanges, national securlties assocla«
tions, brokers, dealers, issuers, vendors
and subsecribers to last sale reports) ag-
grieved by any action (ncluding but not
limited fo denial, imitation or termina-
tion of access to last sale reports) token
by any person pursuant to & plon do-
clared effective by the Commission under
paragraph (a) of this section may ap-
peal such action to the Commission.

(2) Such action shall be subject to re«
view by the Commission, on its own mo-
tion, or upon application by any person
aggrieved thereby filed within 30 days
after such action has been taken or
within such longer period as the Coms-
mission may determine. ‘

(3) Application to the Commisston for
review, or the institution of review by
the Commission on its own motion, shall
operate as a stay of such actlon, if the
agerieved party otherwise would forfelt
& right he currently is enjoying, until an
order Is issued upon such review pursuant

to paragraph () (4) of this section, un~-

less the Commission orders otherwise,
after notice and opportunity for hearing
on the question of a stay (which heor-
ing may consist solely of affidavits and
oral arguments).

(4) In any proceeding for such review,
i the Commission, after approprinte no-
tice and opportunity for hearing, and
apon consideration of the record of any
proceedings conducted in connection
with such action and such other evidence
as it may deem relevant, determines that
the specific grounds on which such action
is based exist in fact and such action i
in accord with the applicable provisions
of such plan, the Commission shall by
order dismiss the proceeding. Otherwise,
the Commission shall by order set aslde
the action and require the entity taking
such action to accord the arerieved per-
son the right, benefit or privilege sought
to be denied or to take such other action
as may be appropriate, subject to such
terms and conditions as the Commission
determines to be In accordance with tho
public Interest and consistent with such
plan. Nothing contained in poragraph
(1) (4) of this section, however, shall pre«

. vent the Commission from taking such

other action, based on the informetion
available to it, that the Commission
deems necessary or appropriste in the
public interest or for the protection of

“investors.

ANl interested persons may submib
written comments on the proposed
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amendment. Any communication should
be addressed: Secretary, Securlites and
¥Exchange Commission, 500 North Capitol
Street, Washington, DC. 20549, should be
received on or before June 14, 1974 and
should refer to File No. S7T-433. All com-
ments received will be available for pub-
He inspection. .

(Secs. 17(a), 23(a), 48 Stat. 897, 901 49 Stat.
1879, 52 Stat. 1076, (15 US.C. 78q., 78w.)) °

By the Commission.

[seat] GEORGE A. FITZSIMMORS,
Secretary.

" May 10 1974.
[FR Doc.74-11503 Filed 5-17-74;8:45 am)]

_ FEDERAL ENERGY OFFICE
MANDATORY PETROLEUM REGULATIONS
- [10CFRPart212]

Computation of Landed Cost; Proposed
Rulemaking

I. The price control regulations for
petroleum products currently enforced
by the Federal Energy Office were origl-
nally published by the Cost of Living
Council on August 22, 1973, as part of
Phase IV of the Economic Stabilization
Program. They were subsequently
" amended and the responsibility for ad-

ministering the regulations was dele-
gated by the Cost of Living Council to
the Federal Energy Office on December
26, 1973. Independent statutory authority
for the regulations was established by en-
actment of the Emergency Petroleum
Allocation Act of 1973 on November 27,
1973. The basic premise of the regula-
tHons has been continued throughout. As

- ~“applied to refiners’ prices, the regulatory

system permits refiners to increase prices
“only {o reflect, on a dollar-for-dollar
basis, costs incwrred. In acquiring im-
ported and domestic crude petroleum and
refined products.?

The regulations established a formula
which must be applied by refiners in cal-
culating allowable price increases on a
once-a-month basis. The formula imple-
ments in precise mathematical terms the
dollar-for-dollar cost pass-through prin-
ciple. In determining costs of imported
crude petroleum which refiners may use

~as allowable costs to justify price in-
creases, the regulations look to “landed
costs”, It iIs at this point that the regula-
tHons squarely address the issue of trans-
actions between affiliated entities, or the
notion of “transfer pricing”, which is the
subject of this proposed rulemaking.

‘The Importance of controlling transfer
prices can be readily demonstrated. If
the transfer price befween the Inter-
national affiliate and the United States
affiliate is accepted for the determination
of landed cost, the profits of the affillated
entities as & whole can-be increased by

raising the transfer price. Profits will be

1 A separate provision, Subpart I of Part
212, which would permit prenotification for
price increases to recover non-product cost
increases—e.g., labor, overhesd, new oon-
stzuction and the like—I1z not :relevant ‘o this
proposed rulemaking.
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higher for the international afiiliate due
to the higher transfer price, but the U.S.
affilinte will not suffer s corresponding
decrease in profitabllity because under
current controls it can recover the higher
transfer price through higher domestic
prices. In sum, United States users will
pay higher prices which will be reflected
in higher profits_for the International
operations of the afliated entities. There
is an obvlous incentive for transfer prices
to be increased in order to maximize
profitability, but to the disadvantage of
U.S. consumers. FEO has reason to be-’
lieve this practice has occurred during
the past several months and that it may
explain in part the significant increases
in international profits reported by the
major ofl companies.

In FEO regulations the term “landed
costs” 1s defined to mean, for purposes
of complete arms-length transactions,
the purchase price at the point of origin
plus the actual transportation costs. For
purposes of products purchased in a
transaction between affillated entities,
the landed costs of the product is com-
puted by use of the “customary account-
ing procedures generally accepted and
consistently and historically applied by
the firm concerned.” Similarly, in the
case of products shipped pursuant to a
transaction between afiiliated entities,
the transportation element in landed
costs is computed by use of the same
standard.?

The Cost of Living Council deliberately
used this general and inclusive standard
for initially determining costs in trans-
actions among affilinted entities. It did
50 because the universe of international
oil transactions is very broad and the
Cost of Living Council was not then pre-
pared to prescribe particular accounting
practices.

At the same time, the Council recog-
nized that generally accepted accounting
techniques might not accurately refiect
actual costs. Sophisticated sccounting
techniques could potentially be used to
circumvent the rules. Aoreover, even ab-
sent any eflort at circumvention, ac-
counting practices applied in times hav-
ing comparatively stable crude oll prices
may not fairly reflect actual costs when
applied in the current turbulent period.

Since the regulations were first issued,
there have been dramatic increases in
world oll prices. For instance, the posted
price for 34* Arab light, an important
reference crude in the Perslan Gulf,
moved from $2.591 in January 1973 to
$5.036 in December, and then in Janu-
ary 1974, the posted price was more than
doubled to $11.651. These changes re-
sulted in increased payments by the ofl
companies to the governments of the
producing countrles from $2.16 per barrel
in January 1973, to $3.06 per barrel in
December 1973 and to $7.00 per barrel
by January 1974,

Accompanying these price increases,

#This proposed rulemaking does not desl
with transportation costs and is restricted
to product costs. Computation of transpor-
tation costs may be the subject of & separate
rulemaking action.

there has been a substantial increase in
the amount of ofl which the host coun-
tries control directly as part of their in-
creased equity participation in the pro-
ducing operations. Most of this oil is
purchased by the companies pursuant to
buy-back agreements at prices which are
generally higher than that of the com-
panies own equity oil, hence the higher
the participation percentage the higher
the average cost of oil. Compounding
matters, the buy-back price for partici-
pation oil has in many cases not yet been
agreed upon. Application of the 93 per-
cent of posted price formula applicable
before January 1974 would yield prices
above those which are now being quoted
in the market, and there remains con-
siderable uncertainty as to what price
may ultimately prevail.

Aoreover, the Arab ofl boycott agalnst
most European countries and the United
States forced temporary rearrangements
of supply patterns and required some
firms to enter the spot and auction mar--
kets to obtain short-term supplies. This
forced prices in those markets to record
highs for December and January
although prices have subsequently re-
ceded somewhat. Under stable market
conditions that formerly prevailed, use
of different accounting procedures for
determining transfer prices by com-
panles simflarly situated produced rela-
tively inconsequential differences on cost.
But in circumstances where prices have
increased as dramatically as in the past
year, these differences are greatly mag-
nified and have a significant impact on
product prices to U.S. consumers. In ad-
dition, the present unsettled market con-
ditions have apparently resulted in vari-
ous companies giving quite different
meaning-to “market” when that Is used
as an accounting standard for setting
transfer prices.

Although it could not foresee the exach
course of evenfts when the regulations
were written, the Cost of Living Council
recognized that such problems could
occur. To deal with them, the regula-~

‘tions contain Ilanguage enabling the

agency to look behind company account-
ing procedures. Specifically, the regula-
tions provide in §212.83(e) that:

Whenever & firm uses a landed cost which
is computed by use of its customary account-
ing procedures, the FEO may allocate such
costs between the afmiliated entittes if 1 de-
temines that such allocation is pecessary to
refiect the actual coests of these entities or
the FEO may disallow costs which it deter-
mines to be in excess of the proper measure-
ment of costa.

Similarly, the preamble fo the Phase
IV petrolemmn price regunlations states
specifically:

‘The Council infends to review the account-
ing procedures which firms subject to this
section apply in making the necessary com-
putations and reserves the right to require
firms t0 modify thelr accounting procedures
for purposes of this provision where the
Council concludes the saccounting practices
used by the firms are not a falr reflection of
ths actual cost incurred. Changes in business
practices designed to frustrate the purposes
of these rules may also be disallowed by the
Councll. 38 PR 25686 (1973). -
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Thus, the Council—and now FEO by
virtue of the delegation of authority and
the enactment of the Emergency Petro-
leum Allocation Act—has two sets of con-~
trols over transfer prices: first, FEO re-
quires companies to measure costs by
customary accounting practices which
are generally accepted and historically
and consistently applied; and second, it
has explicit authority to go behind that
general standard and insure, in specific
cases, that companies use & proper meas-
ure of costs to justify allowable price
increases.

In the Fall of 1973, the Cost of Living
Council Energy Division, working in con-
junction with the Internal Revenue Serv-
ice, formalized its procéss of reviewing
price increases put into effect by refiners
pursuant to the predecessor of § 212.83.
In January 1974, after the authority was
delegated to FEO, Form FEO-96 was
issued; requiring reﬁners to enumerate

all the calculations called for under the -

pricing formula in order to justify their
price increases. These forms must be
submitted on a monthly basis and FEO
has required refiners to file forms cover-
ing the period beginning with the month
of November.

In addition, on January 10, 1974, FEO
ennounced the establishment of a Re-
finery Audit Review Program (RARP),
designed as a comprehensive audit pack-
age to verify the costs which refiners had
been reporting in support of price in-
creases. A team of about 60 Internal
Revenue Service auditors were trained
during the latter part of January and in
early February to conduct the audit
process, and an exhaustive set of guide-
lines (an audit checklist) was developed
as an enforcement tool for use by the
auditors. Beginning in early February,
these auditors were dispatched to the
headquarters of 30 of the largest refiners
to begin the on-site audit process. This
audit is still continuing and the first
round is not scheduled for completion
until the end of May, 1974.

Based upon the preliminary informa-
tion from those audits, it appears that
certain firms are using accounting pro-
. cedures which do not accurately reflect
costs. Thus, it now appears that it will
be necessary for FEO to exercise.its
powers pursuant to §212.83(e) to dis-
allow costs in excess of actual costs.
These regulations set out in detail the
standards which FEO proposes to use in
exercising this authority. In particular,
the proposed rule sets out the methods
by which FEO will determine actual costs
in order to decide whether customary ac-
counting procedures have accurately re-
flected increases in these costs.

These proposed regulations are not in-
tended to alter or to expand in anyway
the authority which FEO presently may
exercise under its existing regulations.
Rather the proposed regulations are in-
terpretive in nature, setting out with.
more precision the measurement of ac-
tual costs as required in any application
of § 212.83(e). In addition, the proposed
regulations set out procedures to be fol-
lowed in the future to provide for the

- -
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timely determination of actual costs for
transactions befween affillated entities.

FEO intends to implement this rule
(or the rule as modified in the Hght of
public comments on this proposal)
through the issuance of orders disallow-
ing costs in excess of those permitted
by the rule.

II. In general, the proposed regula-
tions attempt to determine what the ac-
tual cost of product would have been
to the U.S. afiiliate if it had purchased
the product in an arms-length transac-
tion. This yardstick is used in order to
find a transfer price equal to that
which would have resulted from ordinary
market forces, and to the extent that
it is successfully applied, the arms-

_length measure should resulf in refiners

having as nearly as possible the same
measure of actual costs whether or-not
the product is purchased from a related
party.

The method for determining the com-

" parable market price takes into ac-

count two considerations. First, in the
absence of affiliation, U.S. refiners de-
pendent upon foreign crude as a matter
of ordinary business practice, would have
entered into medium and long-term con-
tractual commitments with their major
overseas suppliers for the bulk of their
crude requirements. Thus spot ‘sales are
not an appropriate measure of the prices
which U.S. marketing entities would pay
to their international affiliates. Second,
to discharge its regulatory responsibili-
ties FEO must have available a method
for calculating actual costs rapidly and
accurately on a monthly basis. More-
over, the method should be one which
the companies can apply themselves by
reference to their own records or some
publicly available standard. In this re-
spect, the Internal Revenue Service’s
method of determining transfer prices is
unsuitable, Although the IRS too focuses
on arms-length prices, it has been able to
settle on appropriate transfer prices only
several years after the fact. To satisfy
these considerations the regulations
focus on actual prices in sales to unre-
lated parties for product from the same
country of origin, deriving from these a
comparable market price.

FEO’s preferred measure of costs is
the market standard, but in some cases
there may be insufficient information
from independent sales to make it pos-
sible to determine in a timely manner
and with reasonable precision the com-
parable market price, Unless some other
clearly appropriate method for deter-
mining a representative arms-length
price is established as a result of public
comments and suggestions in this rule-
making proceeding, the net cost method
will have {o be applied. Under the net-
cost method cost increases will be meas-
ured on the basis of increases in the net
cost of the product to the affiliated en-
tities plus the market value of any serv-
ices performed by the non-United States
affillates. For equity oil this iIs equivalent
to increases in payments ‘to the host
governments plus any increases in pro-
duction expenses. The use of the net cost

standard insures the affillated entities
that they will earn the same absolute
per unit profit ag they earned in the base
period, but it does not permit them any
increase in profits which might be per-
mitted through the application of the
market standard. In some instances the
use of market prices may not permit a
firm actually to recover all of its in-
creased cost outlays, and in those in-
stances the firm may calculate ity costs
on the net cost basis. Increases in landed
costs are measured from the base perlod
of May 1973. This is the base perlod
used throughout the regulations for
measuring inereased costs.

To the extent that increased costs
calculated pursuant to the customary
accounting methods used by affillated
entities exceed increased actual costs ag
measured either by increases in com-
parable market prices or in net cost, they
will be disallowed by FEO pursuant to
the suthority of §212.83(e). This au-
thority will be exercised with respect to
all landed costs incurred bepinning Oc-
tober 1973, the first full month after 10
CFR 150.356{c), now § 212.83(e), wenb
into effect.

A. COMPARABLE SALES METHOD

Comparable Market Price. The com~
parable market price is computed on the
basis of all sales or purchases to unre-
lated parties in the month of measure-
ment. From these sales the regulationy
identify a representative contract price
by excluding both very high and low
prices. This is done by arraying by price
all sales to unafiilinted entities, includ«
ing those pursuant to underlift and over-
lift agreements. From this array the
highest priced 20 percent of sales meas-
ured on a volume basis and the lowest
20 percent are eliminated. The welghted
average price, weighted by volume, of the
remaining sales is taken to be the com-
parable market price. This procedure
permits computation of & definite price
but eliminates from consideration both
very low and very high prices which are
not representative of mainstream pricing
developments. This approach 1s not sult«
able when the volume of independent
transactions 1s small, and in such cases
the net cost method must be applied.

Adjustments. In arraying the date
from third party transactions, prices
must be adjusted to a f.o.b. basils for a
standard reference crude. Adjustments
will be made to reflect differences in
quality, location at which dellvery is
made, terms of payment, payments for
insurance, freight or brokerage, and
other contract terms. Adjustments will
bs made only to the extent that the ap«
propriate values may be ascertained with
reasonable precision from market data.
‘When possible, adjustments will be made
on the basis of actual price differences to
the afiliated entities for the transactions
being compared. For instance, adjust-
ments for gravity or sulphur differentinls
will be based upon the differences in

price for the products being compared
which the internstional afiliate pays to
the producing counfry. Only material ad~
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justments will be made and no adjust-
ment will be made for ordinary com-
mercial terms, e.g., payment within 60
days.

Purchased oil. Since purchases by the
international affiliate from unrelated
parties "(other than those pursuant to
buy-back agreements) are presumed to
be arms-Iength transactions, any resale
of the purchased oil to a U.S. affiliate
shall be made at the international affili-
ate’s purchase price plus the market
value of any services rendered -by the
international affiliate. In recognition of
the fact that the price of buy-bdck oil is
tied to the overall settlement of the host
country and producing company's inter-
ests, buy-back prices which companies
are required to purchase will not ordi-
narily be considered in determining the
comparable markef price. -

B. Ner Cost METHOD

Net cost defermination. When there is
no comparable transaction which, after
reasonable adjustment for different cir-
cumstances of sale, will permit the calcu-
lation of a comparable market price,
FEO will require that the cost to the U.S.
affiliate be calculated on the basis of the
net cost of the erude or product to the
international affiliate. In general, the
application of the net-cost standard will

" limit the affiliated companies* margins
per barrel to those prevailing in May
1973. ]
Equity crude. For crude which is pro-
duced by an affiliated entity, net costs
. include direct and indirect production
expenses, royalties payable to non-
afiiliated entities, and foreign taxes and
other payments to.host governments di-
rectly attributable to the production and
exportation of the crude. Foreign taxes
for these purposes include direct foreign
excise taxes imposed on the imported oil
and payable by the affiliated entities and
income taxes and excess profit taxes to
the extent such taxes are payable to host
countries on income directly derived
from production of petroleum. In gen-
eral, the application of these rules should
permit companies importing equity oil
to recover any increase in their tax-paid
costs since May 1973. For crude obtained
pursuant to production sharing agree-
ments, increased costs shall include any
additional foreign excess profit taxes
which have become payable because of
the increase in world prices. )

Purchased crude. For crude purchased
from a. non-affiliated entity, cost is the
purchase price. For participation crude,
this is the price paid to the producing
country whether pursuant to a buy-hack
agreement or other form of purchase.
‘When a partner in a joint-venture ob-
tains crude in excess of its proportional
share pursuant to an overlift agreement,
its cost shall be the net cost to it of that
oil after taking account of dividends and
other adjustments between the partners
atiributable to the amount overlifted.

Brokerage and services. When the net-
cost method Is used to calculate the
actual cost to the T.S. affiliate, the mar-

" ket value of brokerage and other serv-
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ices including refining provided by the
non-U.S. affiliates may be added to net
costs. It would not ordinarily be anticl-
pated, however, that the value of such
services as measured on a per unit basls
will have increased since May 1973.

C. GENERAL RULES

Contingent price contracts. Some crude
purchased from international affillates
will be subject to subsequent adjustments
in price.when the international affilinte
determines the price for the crude which
it has to pay the producing country or
other third parties. In particular this is
true for crude from countrles in which
the percentage of participation is sub-
ject to change retroactively and the buy-
back price for participation crude has
not been finally determined. In those
cases, refiners shall at the time of land-
ing in the U.S. use thelr best estimates
of the expected cosf. Such judgments
must be sustained by the submission of
supporting data to FEO. In no case, how-
ever, will FEO permit the inclusion in
increased costs of amount in excess of
the higher of (1) 80 percent of the posted
price, (il) the tax-pald cost for equity
crude from the same source, or (if)
actual payments to non-afiiliated persons
for the product in question. Costs shall
he subsequently increased or decreased
as approprigte when final liabllity Is
determined.

Ezchanges. FEO recognizes that sup-
pliers may be able to increase their
costs by engaging in wash sales or other
artificial exchange or purchase and sale
transactions, In general, no problems re-
sult in this connection as long as crude
imported into the United States is either
equity crude of the affiliated entities or
is crude purchased directly from the
host country. Thus, to monitor the situa-
tion FEO will require U.S. affiliate to
indicate what percentage of their im-
ports is purchased from non-affillated
entities other than the government of
the country of origin. If this percentage
has increased over AMay 1973, FEO may
require evidence that the company has
not engaged in transactions to artificlally
increase its landed costs. For purposes of
determining nebt cost in ordinary ex-
changes, the oil purchased shall be given
the cost basis of the ofl sold plus or
minus any net payments to the exchang-
ing partner.

Timing. Increased costs to a U.S. af-
filiate shaell be consldered to be “in-
curred” only when the U.S. affiliate has
actually paid the international affiliate
or has accrued its liability to pay for the
imported product according to the cus-
tomary accounting procedures generally
accepted and consistently and histori-
cally applied by the company. In no
case, however, shall increased costs be
incurred before the product is actunlly
physically landed in the U.S.

Consistent computation. In order that
the computation of the amount of in-.
creased costs as required by Part 212 not
be artificlally inflated, it is necessary
that the cost of crude to the U.S. afliate
in the base perlod, May 1973, and the

month of measurement be computed on
the same basis. When both equity and
purchased crude is lifted from a couniry
by the non-U.S. affiliates, it is presumed
that amounts of equity and purchased
crude proportional to liftings will be
Ianded in the U.S. Thus in conformity
with industry practice the average net
cost of an imported barrel shall be the

. welghted average of the buy-back price

and the tax-paid cost of equity crude.
For any month the same method must be
used for all crude or product from a
particular country. Different methods
of computation, however, may be used
for crude from different countries.

Supporting data required. In view of
the fact that the regulations governing
the inclusion of a refiner’s increased
product costs operate on a monthly basis,
refiners in the future will be asked to
produce, at the time cost increases are -
to be passed through as increases in the
base price, underlying data justifying
such cost increases for the month in
question. To this end, firms indicating
increases on their Form 96 shall be re-
quired to provide accompanying docu-
mentation establishing the relevant cost
of product both for the May 1973 base
period and for the month of measure-
ment. Such decumentation shall include,
at minimum, net cost data and a com-
putation of the comparable market price
for a reference crude for each country
from which products are imported as
well as a schedule setting forth what
adjustments need to he made in comput-
ing the comparable market price for
other imported crudes or product for
each country. Supporting data shounld
indicate all prices paid or received and
the volumes passing at such prices pur-
suant to any coniract fo any person,
affiliated or non-affiliated, and the
method by which the comparable market
price has been computed. To the extent
that data adequate on its face to justify
the use of the comparable sales method
is not provided, the net cost method must
be applied. Contingent price sales should
be separately idenfified and treated in
the manner set out above and appro-
priate supporting data provided.

Effective date. Increases in actual costs
as measured by customary accounting
methods will be disallowed to the extent
that such increases exceed the increase
in actual costs as measured by these reg-
ulations for all months of measurement
beginning October 1973,

ITI. The following examples illustrate
the application of these proposed regula-
tions.

Example 1. X i3 a refiner for purposes of
Sectlon 212.83. X purchases crude from its
international affillate Y. ¥ In turn purchases
crude from Z, a company solely engaged in
the production of petroleum in Country M.
Z Is owned jointly by Y and ancther interna-
tlonal oll company, For May 1973 and the
month of measurement, Table A presents
varlous cests and prices for a reprecentative
crude lifted from Country 21, f.0.b. the point
of locading.

In May 1873 and in the month of measure-
ment, X imported into the United States
5,000,000 barrels of crude purchased from Y,

FEDERAL REGISTER, VOL. 39, NO. 98—-MONDAY: MAY 20, 1974



17774

all of which Y was entitled to by virtue of its
cquity share in Z.

In May 1973 and the month of measure-
ment Y made sales of its equity crude to H,
J, K and L, all unafiliated parties, for the
prices shown in Table B. To compute the
comparable sales price, the highest priced 20
percent and the lowest priced 20 percent of
sales are excluded, and the weighted average
price of the remainder is calculated. This
prico is $2.02 in May 1973 and at $7.57 in the
month of measurement., Under the net cost
method X’s per unit cost is the tax-paid cost,
8172 in May and $7.12 in the month of
measurement.

X and Y may use a varlety of Intercom-
pany accounting methods to establish trans-
fer prices. Three methods are set out in
Table C. In the first, Y transfers oil to X
at the tax-pald cost plus 40 cents per barrel,
$2.12 in May 1973 and 27.52 in the month of
measurement, In the second, Y transfers oil
to X at the posted price, $2.742 in May 1973
and $11.661 in the month of measurement..
In the third, Y transfers to X at “market,”
but for this purpose the highest price to an
unafiiliated buyer is used, $2.17 in May 1973
and $9.00 1n the month of measurement.

Table C shows the total increased-costs for
X as calculated pursuant to the comparable

PROPOSED RULES

sales method, the net cost method, and each
of the three accounting methods.

Cost increases will be disallowed to the
extont that they exceed the higher of those
allowed by the net-cost method or the com-
parable sales method which in this case is
$27,760,000, Since the first accounting
method yields increased costs less than this,
no costs will be disallowed. Under the second
accounting method, Increased costs are
$44,545,000, and hence Increased costs of
$16,795,000 would be disallowed (844,545,000~
27,745,000), TUnder the third methed in-
creased costs are $34,160,000 and hence costs
of $6,400,000 would be disallowed (234,150,-
000-27,750,000) .

TABLE A.—REPRESCNTATIVE CRUDE

May 1973  Month of
measurem,

ent
$2.742 $11.651
5.34) 46)
.18) 0.18)
2.232 10.071
128 5.54
6. Govemment ’I‘ake Olnu
-3 ) N e 1.60 7.00
¥. Tax pald coct (ines 64-3).. L72 7.12

TABLE B.—SALES TO UNAFFILIATED PERSONS
(Prices f.0.b. polnt of loading)
. May 1973 N Month of measurement
Buyer Bales Adjusted Buyer Baloy A%{mtod
Prics {barrels) Sales Price (barrels) ales

H. H $3.00 109,000 so===cz=m==03

p—— - C $2.12 160,000 ~_..-. J: SRS 7.53 000 450, 000
K oo 2.10 200, 000 180,000 E zmzooizs 7.54 150, 000 150(10
Lizsesmmmnimess L98 . 540,000 360,000 L...ioo.= 7.52 200, 000 ==x======zz=m
“Total sales. omemsrmnemmis 900, 000 Total sales. 1,000,000 =z=rmozm====y

Weighted average prics of sdjusted sales:

m=mmzmm= $2.02 Welghted avorage price of adjusted sales z—zsv==x $7.57

1 Derived by ellminating the 20 percent bighest priced sales and the 20 percent lowest priced salos:

TABLE C.—Comparatice cost standardss

Btandard May 1973 Month of Costincrease Totslin- Total costs
measurement Dpex barrel  creased coste dfsallowed

$LY2 3112 $5.40  $27, 000,000 NA

202 7.57 5.55 27,750, 000 NA

212 .52 5.40 27,000, 000 None

2.742 1L651 8.909 44,545,000  $16,705,000

217 2.00 6.53 34,150,000 6,400, 000

 2Cost of erudo only; transport excluded:
PTax-pald cos!

4Postod
Highm thlrd party sales

VI‘ax—paldeostplusWWpetbmeL

fCalculatod as the total quantity of crude Ianded in the month of measurement times the cost Increase per bamh

‘This i3 equivalont to A in the formula of Bection 212

Ezample 2. Assume the same facts as Ex«
amplo 1, oxcept that in May 1973 the country
M owns 25 percent of Z pursuant to a par-
ticipation agreement and that M’s share is
further increased to 50 percent in the month
of measurement, Y is obliged to purchass
M’s share of production pursuant to a buy-
back agreement. The buy-back price was 03
percent of the posted price in May or $3.56
per barrel, In the month of measurement the
buy-back price is 85 percent of posting or
$9.91 per bazrel. The net cost per unit of
crude to Y in May is the weighted averago
cost of the equity crude and the buy-back
crudes, $1.9526 (0.75X$1.7240.25)X$2.65). The
net cost in the month of measurement ia
$8.603 (0.50X$7.123-4-0.50X$9.91). The per unit
increass in net cost is $8.5525 and total in-
crense In not costs i3 $32,762,600 (£6.5525%

5,000,000). If the sales prices to unamiiated
entities remain the same 28 In Tedble B in-
creased costs computed according to the
comparsble sales method would remeain un-
changed at $27,750,000. Increased costs cal-
culated by X and Y’s customary accounting
method would be disallowed only to the
extent that they exceeded $32,762,500, the
higher of the two permissible computations,

Ezample 3. Assume the same facts ns Ex-
ample 1, except that in the month of meas-
urement Y exchanges 5,000,000 barrels with
& non-afiliated entity. The ofl received in the
exchange iz then Imported by X. Both the
ofl s0ld and the ofl purchased is priced at
$10.00 per barrel. If the net cost method iz
used to calculate permissible increased costs,
the oll received would take the cost basis of

-

that given up, and hence the net-cost per (b).

unit of the oil imported by X would be $7.13,
the tax-paid cost. Noto that the income from
tho £alo and the exponse of the purchase bal«
ance in ¥’s income account.,

Example 4. Assume the same faota a9 Ex«
ample 3 except that the price of the crude
purchased from the non-sfiiliated entity s
$10.50 so that XX made o net payment of $0.60,
The actual cost per unit of the oll imported
by X per unit is the basis of the ol sold by ¥
plus the premium peid for the purchased oll,
Thus, the net cost would bo 87.62 (87124
0.50).

IV. Interested persons are Invited to
participate in the rulemaking by submit-
ting written data, views or arguments
with respect to the proposed regulations
set forth in this. notice. Persons com-
menting on the proposed regulations are
asked to address themselves to the gen-
eral questions posed in Part A. In addi-
tion major international ofl companies
are requested to provide certain detalled
price informstion set out in. Part B,

A. CGIENERAL, QUESTIONS

I, What contract terms or other cir«
cumstances should be considered in ad-
justing sales to independent parties to
determine the comparable market price?
‘What values should be assigned to such
adjustments? How may such adjust-
ments be readily computed and mado
before cost increases are recouped?

2. To what extent do the requiroments
of the regulations deviate from custom-
ary accounting practices now belng
employed?

3. What special problems may result
from the application of these repulations
to refined products?

4, What economic effects in terms of
prices or supply would result from the
application of these regulations? In par~
ticular, to what extent would individual

.companies divert supplies away from tho

United States or rearrange supply pate
terns if elther the comparable snles
method or the net cost method were
adopted.

5. What other significant and material
issues should be considered in the adop-
tion of these regulations?

B. PRICE INFORMATION

Major international oil companies are
requested to provide the following:

1. A statement of accounting proce-
dures historically used, and if “market”
is used, details of how the market price
is determinedd including actual calcula~
tions for the months of May 1973 and
October 1973 through April 1974,

2. Schedules by country of origin and
month for the months of May 1973, and
October 1973 through April 1974, showing
for each shipment of crude landed durlng
the month.

&, Type of Crudo.

b. Date landad,

¢. Volume.,

d. Payment to host government,

e. Tax-paid cost, buy-back price, ot pur~
chase prleo as Bppll

£. Purchase prics per 10 OFR 212.83(b)
‘(show component parts).

g. Transportation cost per 10 CPR 21283

e ‘
. w4
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h. Landed cost (g plus f). This figure
should agree with that used to calculate cost
increases on the ¥EO Form 96.

For item 2d and 2e a weighted average
of equity and buy-back crude may be
used if the company does not separate
the two in its own accounts. Crude ob-
tained from-unaffiliated persons or pur-
suant to exchanges should be separately
shown. - )

3. Schedules showing the monthly

weighted average by country for items
2d through 2h weighted by volume, segre-
gating equity erude, buy-back crude and
other crude, except that a weighted av-
erage of equity and buy-back crude may
be used if the company does not separate
the two in its own accounts.
- 4. Schedules by country of origin and
month of loading for the months of May
1973 and October 1973 through April
1974, showing for each sale of crude by
the afiiliated companies to a non-affili-
ated person:

a. Type of crude.

b..Date of loading.

¢. Duration of contract pursuant to which
the sale is made.

d. Volume.

e. F.o.bgprice, point of loading.

1. Rebates, discounts or other consldera-
tion passing directly or indirectly to the
non-affiliated parties.

g. Net realization (eless f).

Volumes shipped pursuant fo overlift or
underlift agreements should be included
at their net cost taking account of divi-
dends or other adjustments attributable
to the overlifts. .

5. Any other relevant market informa-
tion.

Companies should answer the ques-
tions with respect to their operations
and the operations of their affillates
showing in detail the expected impact on
their transfer prices of both the com-
parable sales method and the net cost
method. To the extent that persons be-
lieve particular regulations are not prac-
tical, they should attempt to provide
alternatives keeping in mind the para-
mount need to permit the ascertain-
ment of accurate arms-length prices in
& prompt and equitable manner.

To the maximum extent practicable
all information submitted pursuant to
this rulemaking will be placed on the
public record. When, however, a person
possesses information which is relevant
to this rulemaking and which he believes
comes within the exception for trade
secrets, commercial or financial informa-
tion contained in 5 U.S.C. 552 or which
contains or relates to a trade secret or
other matters referred to in 18 U.S.C.
1905, and which he wishes to have with-
held from public disclosure, he should
separately identify and separately sub-
mit such information. FEO will treat
such information as confidential to the
extent that it is entitled to such confi-
dentiality under the Freedom of Infor-
mation Aet or Section 205 of the Eco-
nomic Stabilization Act of 1970, as
amended. Pricing information provided
by individual companies pursuant to the
requests in Part B will be considered con-
fidential for these purposes although ag-
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gregate data which does not permit the
identification of individual companies
may be placed in the public record.
Comments shoud be addressed to the
Executive Secretariat, Room 3309, Box
AJ, Federal Energy Office, Washington,
D.C. 20461. Comments should be identi-
fied on the outside envelope and on the
documents submitted to the Federal
Energy Office Executive Secretariat with
the designation “Computation of Landed
Costs.” Thirty coples should be sub-
mitted. All comments received by 2lon-
day, June 17, 1974, will be considered by
the Federal Energy Office before final
action is taken on the proposed regula-
tions.
(Emergency Petroleum Allocation Act of
1973, Pub, L. 93-159, E.0. 11748, 38 FR 33575)

In consideration of the foregoing, it is
propsed to amend Part 212 of Chapter IT,
Title 10 of the Code of Federal Regula-
tions by adding a new §212.84 as
set forth below.

TIssued in Washington, D.C. on May 16,
1974, .
WiLLiaxt N. WALKER,
General Counsel,
Federal Energy Office.

§212.84 Disallowance of Costs.

(a) Scope. This section prescribes the
standards which FEO shall apply in
transactions between afliliated entities
in disallowing costs pursuant to §212.83
(e). Costs shall be disallowed for all

. months of measurement beginning Octo-

ber 1973 to the extent they exceed these
standards.

(b) Methods of disallowwance—(1)
General rule. Increased product costs in-
curred in transactions between affiliated
entities shall be disallowed to the extent
that such costs calculated pursuant to
customary accounting methods used by
afiiliated entities exceed increased actual
costs. Actual costs are calculated by de-
termining what the cost of the crude ofl
or other covered product would have been
to the U.S. afiiliate if it had purchased
that product in an arms-length trans-
action from its forelgn afliliate. To de-
termine the appropriate arms-length
price for these purposes (the “compara-
ble market brice”), reference shall be
made to actual sales bebtween unrelated
parties for that product from a particular
country. If sales to related partles are
not significant in volume or are composed
primarily of spot transactions, actual
costs shall deemed to be the net cost
of that product to the affiliate entities
plus the market value of any services
performed by the forelgn affiliate. If net
cost exceeds the comparable market
price, firms may recoup increased prod-
uct costs calculated on the net cost basis.

(2) Comparable sales method. (1) The
comparable market price of crude oll or
other covered products shall be deter-
mined by reference to all sales of crude
oil or other covered product from the
country of origin to unafiilinted entities.
Quantities lifted pursuant to overlift and
underlift agreements shall be consldered
sales, the price being the net cost of the
crude oll taking account of dividends

»

and other adjustments between pariners
attributable to the amount overlified or
underlifted. Purchases pursuant to buy-
back arrangements shall not be con-
sidered sales for this purpose.

(1) Actual sale prices to unrelated
parties shall be adjusted to reflect dif-
ferences in products and circumstances:
Adjustments shall be made to reflect dif-
ferences in quality, location at which
delivery is made, terms of payment, pay-
ments for insurance, freight or broker-
age, and other contract terms. Adjust-
ments shall be made only to the extent -
that the appropriate values may he as-
certained with reasonable precision from
market data. When possible, adjust-
ments shall be made on the basis of
actuzl price differences to the affiliated
entities for the transactions beinz com-
pared. For instance, adjustments for
gravity or sulphur differentials shall be
based upon the differences in price for
the products being compared which the
international affiliate pays to the pro-
ducing country. Only material adjust-
ments shall be made and no adjustment
will be made for ordinary commercial
terms, e.g., payment within 60 days.

(iii) The comparable sale price shall
be the welghted average price after ad-
Justment welghted by volume, of such
sales after excluding the highest priced
20 percent of such sales and the lowest
priced 20 percent of such sales measured
on a volume basis.

(iv) Xf total sales to wunaffiliated
parties are not significant or if sales are
primarily of a spot or occasional nature,
the comparable market price method
shall not; be used.

(v) The comparable market price for
resales to a U.S. affiliate of purchases by
the foreign affiliates from wmrelated
parties (pther than purchases pursuant
to buy-back agreemenfs) shall be the
foreign affiliate’s purchase price plus the
market value of any services performed
by the afiiliate,

» (3) Net cost method. (1) When the
comparable sales methed cannot be
used, the actual cost to the U.S. affillate
shall be calculated on the basis of the
net cost of the crude oil or other covered
product to the international affiliate.

(i) For crude oil which is produced
by an affiliated entity, net costs include
direct and indirect production expensss,
royalties payable to non-affilated en-
tities, and foreign tfaxes directly at-
tributable to the preduction and exporta-
tfon of the crude ofl. Foreign taxes for
these purposes Include direct foreizn ex-
clse taxes imposed on the exported crude
ofl and payable by the affiliated entities
and income taxes and excess profit taxes
to the extent such taxes are payable to
host countries on income directly derived
from production of crude oil. In general,
the application of these rules should per-
mit companies Importing equity crude
oil to recover any increases in their tax-
paid costs since May<1973. For crude oil
obtained pursuant to production sharing
agreements, increased product costs shall
include any additional excess profit taxes
which have become payable because of
the increase in world prices.
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(iii) For crude oil or other covered
products purchased from a non-afiillated
entity, the net cost is the purchase price.
For participation crude oil, net cost is
the price paid to the producing country
whether pursuant to a buy-back agree-
ment or other form of purchase. When a
partner in a joint-venture obtains crude
oil in excess of its proportional share

pursuant to an overlift agreement, its-

cost shall be the net cost to it of that
crude oil after taking“account of divi-
dends and other adjustments between
the partners attributable to the amount
overlifted. -

(iv) When crude oil or another cov-
ered product is exchanged with non-
afiliated entities, the product received or
purchased shall take the basis of the
product transferred or sold plus or minus
any net payments to the exchanging
partner.

(v) The market value of brokerage
and other services including refining pro-
vided by the international affiliate may
be added to net cost when the net cost
method is used to calculate the actual
costs to the U.S. afiillate. In the absence
of substantial evidence to the contrary, 1t
shall be presumed that there has been no
increase in the per unit value of such
services since May 1973.

(¢) General rule. (1) In instances
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where crude oil or another covered prod-
uct purchased from forelgn affiliates is
subject to subsequent adjustments in
price, refiners shall give thelr best esti-
mates of the expected cost, which esti-
mates must be sustained by the submis-
slon of supporting data to FEO. In no
case, however, shall the inclusion in in-
creased costs be permitted of amounts in

‘excess of the higher of (1) 80 percent of

the posted price, (i) the tax-pald cost
for equity crude oil from the same source,
or (1ii) actual payments to non-affiliated
persons for the product in question. Ac-
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